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INDEPENDENT OFFICES APPROPRIATIONS FOR 1955 


Fripay, Fesruary 5, 1954. 


OFFICE OF DEFENSE MOBILIZATION 


WITNESSES 


ARTHUR FLEMMING, DIRECTOR 

CHARLES H. KENDALL, GENERAL COUNSEL 

WILLIAM A. PORTER, ASSISTANT DIRECTOR FOR TELECOM- 
MUNICATIONS 

FURNISS L. PARNELL, DIRECTOR OF OPERATIONS, FINANCIAL 
POLICY AREA 

ALFRED 8S. CLEVELAND, MEMBER OF THE STAFF, ASSISTANT 
DIRECTOR FOR MATERIALS 

JOHN D. YOUNG, EXECUTIVE OFFICER 

JAMES F. BREWER, ASSISTANT TO THE EXECUTIVE OFFICER 


Amounts available for obligation 


1953 actual 1954 estimate | 1955 estimate 


} 

Appropriation or estimate | $1,250,000 | $2, 750,000 | $2, 761, 000 

Transferred from ‘‘Salaries and expenses, Defense Production | 

Administration '' pursuant to sec. 711 of Defense Produc- | 

! 


Adjusted appropriation or estimate 
Reimbursements from other accounts 


Total available for obligation , 468, 
Unobligated balance, estimated savings. —350, 863 | 


Obligations incurred * 2, 117, 945 
Comparative transfer from— 
“Consolidated working fund, Federal Communications 
Commission” 20, 056 
“Salaries and expenses, Federal Communications Com- 
mission” 


2,281,603 | 3,051,352 


Obligations by activities 


Description 1953 actual 1954 estimate 1955 estimate 


. Direction of Defense Mobilization program $2,117,945 | $2,843,000 $2, 620, 000 
5 Interdepartmental Radio Advisory Committee______- adees} 163, 658 | 208, 352 | 161, 000 


Total obligations ; 2, 281, 603 | 3,051, 352 | 2, 781, 000 


(1175) 


| 
I 59, 244 143, 000 | 20, 000 
2, 843, 000 2, 781, 000 
“Consolidated working fund, Commerce, Office of Secre- | 
Tota obligations 2, 781, 000 
| 
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Obligations by objects 


Object classification | 1953 actual | 1954 estimate | 1955 estimate 
‘Total number of permanent positions : 536 | 884 294 
Full-time equivalent of all other positions : 18 | 24 27 
Average number of all employees --- 7 ional 274 | 325 | 306 


Average salaries and grades: 
General schedule grades: 


Average salary . | $6, 503 | $6, 915 | 7,156 
Average grade GS8-9.3 | GS-9.7 GS-10.0 

01 Personal services: | 
Permanent positions... $1, 611, 107 $2, 098, 851 | $2, 020, 308 
Other positions. _ 54 214, 697 284, 866 | 333, 200 
Regular pay in excess of 52-week base- ; 6, 097 8, 154 7,776 
Payment above basic rates 15, 820 14, O85 10, 000 
Other payments for personal services 67, 604 32, 000 13, 000 
Total personal services 1, 915, 415 2, 437, 956 | 2, 384, 284 
02 Travel : 107, 309 152, 536 | 151, 072 
03 Transportation of things ~niomthts don be 1, 784 1, 244 1, 000 
04 Communication services. 40, 718 54, 370 53, 500 
05 Rents and utility services____ : . 2, 074 874 150 
06 Printing and reproduction 55, 740 95, 030 57, 335 
07 Other contractual services. _......__- 34, 934 238, 000 62, 000 
Services performed by other agencies pee 59 a 77, 297 46, 400 43, 412 
08 Supplies and materials...._.___- . 23, 004 14, 892 16, 905 
09 Equipment. 19, 051 7, 400 7, 535 
15 Taxes and assessments. 2, 277 2, 650 | 3, 807 
2, 281, 603 3, 051, 352 2, 781, 000 


Analysis of expenditures 


| 
1953 actual 1954 estimate | 1955 estimate 


Unliquidated obligations, start of year _____._____-_-_._---.-- $207, 707 $410, 555 | $438, 225 
Obligations transferred from ‘‘Salaries and expenses, Defense | 
Obligations incurred during the year___.._.......-.....--.---- 2,117, 945 2, 843, 000 | 2, 781, 000 
2,427,892 | 3, 253, 555 | 3, 219, 225 
Deduct: 
59, 244 143, 000 20, 000 
Unliquidated obligations, end of year___...........___-_-- 410, 555 438, 225 552, 212 
Total 1, 946, 178 2,672,330 | 2, 647,013 
Expenditures are distributed as follows: 
Out of current authorizations. ............-- ibid, 1, 800, 391 2, 302, 830 2, 252, 610 
Out of prior authorizations... 145, 782 369, 500 394, 403 


Mr. Puruuirs. The meeting will come to order. We have with is 
today for the first time the Office of Defense Mobilization, but not 
for the first time our friend, the Director, Arthur 8S. Flemming. We 
have to look and see what hat you bave on when you come before 
this committee, Mr. Flemming. This year you have the security of 
the country hat. We also have Mr. Charles H. Kendall, general 
counsel; Mr. John D. Young, executive officer; and Mr. James F. 
Brewer, assistant to the executive officer. 


JUSTIFICATION OF THE ESTIMATES 


We have rather comprehensive justifications here, and I think they 
should be authorized to go in the record, subject, as we have said to 
other agencies, and to your budget officer, that there is no duplica- 
tion. 

(The justifications referred to are as follows:) 


1177 


SALARIES AND EXPENSES, OFFICE OF DEFENSE MOBILIZATION 


The Office of Defense Mobilization respectfully requests an appropriation of 
$2,761,000 and for the fiseal year 1955. This amount includes funds for two 
activities: (1) Direction and coordination of the defense mobilization program 
in the amount of $2,600,000 and (2) the operation of the staff of the Interdepart- 
ment Radio Advisory Committee in the amount of $161,000. 

The amount requested for the direetion and coordination of the mobilization 
program is a reduction of $150,000 from the funds appropriated for fiscal year 
1954. The amount requested for the Interdepartment Radio Advisory Committee 
represents a reduction of $47,000 from the funds available in fiseal year 1954. 

The staff of the Interdepartment Radio Advisory Committee was formerly 
financed by contributions made by 11 participating agencies from 20 appropria- 
tions. Funds for this committee have been included in this submission at the 
direction of the Bureau of the Budget as a result of the House Committee on 
Appropriations, report 680, which requested that the financing of interagency 
committees be studied with a view to a possible change in procedure for fiscal 
year 1955. 

A. CREATION AND AUTHORITY 


The Office of Defense Mobilization was established in the Executive Office of 
the President by Reorganization Plan No. 3 (18 F. R. 3375) which became effec- 
tive on June 12, 1953. Reorganization Plan No. 3 provides for a Director and 
a Deputy Director of Defense Mobilization to be appointed by and with the 
advice and consent of the Senate. Transferred to the Director were (a) all 
functions of the Chairman of the National Security Resources Board as author- 
ized by the National Security Act of 1947, as amended, including his functions 
as a member of the National Security Council; ()) all functions under the Stra- 
tegic and Critical Materials Stock Piling Act, as amended (50 U. 8. C. 98 et seq.), 
vested in the Secretaries of the Army, Navy, Air Force, and Interior or in any 
of them or in any combination of them, including the functions which were vested 
in the Munitions Board, Department of Defense; (c) the functions vested in the 
Munitions Board by section 4 (h) of the Commodity Credit Corporation Charter 
Act, as amended (15 U. 8. C. 714b (h)) and by section 204 ‘e) of the Federal 
Property and Administrative Services Act of 1949 (40 U. 8. C. 485 (e)); and 
(d) all funetions vested by any statute in the Director of Defense Mobilization 
or in the Office of Defense Mobilization provided for in Executive Order 10193 
(15 F. R. 9031). 

Executive Order 10461 of June 17, 1953 (18 F. R. 3375) provides that the Office 
of Defense Mobilization and the Director of the Office of Defense Mobilization, 
provided for in Reorganization Plan No. 3, are in all respects the successors, 
respectively, of the Office of Defense Mobilization and the Director of Defense 
Mobilization provided for in Executive Order 10193 of December 16, 1950 (15 
F. R. 9031), issued under the Defense Production Act, as amended (50 U.S. C. 
App. 2-61-2166). Each reference in anv prior Executive Order to the Director 
of Defense Mobilization and/or to the Office of Defense Mobilization was amended 
to refer to the Director and/or the Office of Defense Mobilization provided for 
in Reorganization Plan No. 3 of 1953. 

Executive Order 10433 of February 4, 1953, transferred to the Direetor all the 
responsibilities and functions of the former Defense Production Administration. 
On August 15, 1953, the President issued Executive Order 10480 which codified 
the authority of the Office of Defense Mobilization contained in Executive Orders 
10461 and 10433 mentioned above. 

The President by Executive Order 10460 of June 16, 1953, transferred from the 
White House to the Office of Defense Mobilization the responsibility of advising 
the President on the coordination of telecommunication standards and policies 
for the executive branch of the Government including the Interdepartment 
Radio Advisory Committee. 

As a result of Reorganization Plan No. 3 and the above mentioned Executive 
orders there was created for the first time in the history of the United States a 
single Presidential staff agency responsible for assisting the President in carrying 
out central leadership, direction, and coordination of the Nation’s current de- 
fense mobilization program, defense readiness measures such as stockpiling of 
strategic and critical materials, and development of those programs and actions 
that would be needed in event of full mobilization such as distribution controls 
for critical materials and stabilization measures. 
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The Office of Defense Mobilization created by Reorganization Plan No. 3 
pulled together into 1 central agency what had previously been 3 separate agencies 
and parts of 2 others. These were: 

1. The National Security Resources Board. 

2. The Defense Production Administration. 

3. The old Office of Defense Mobilization. 

4. That portion of the Munitions Board, Department of Defense, responsible 
for stockpiling of critical and strategic materials. 

5. The telecommunications adviser to the President and staff. 

The creation of the present Office of Defense Mobilization not only simplified 
the structure of the executive branch, but brought about a saving of funds. This 
has been particularly true in overhead functions, such as information, legal, and 
administrative management. In fiscal year 1953 the National Security Resources 
Board, the Defense Production Administration and the old Office of Defense 
Mobilization obligated approximately $4.6 million as compared to estimated 
obligations of $2.7 million for the Office of Defense Mobilization in fiscal year 
1954. The National Security Resources Board for mobilization planning alone 
obligated $3.1 million in fiscal year 1950, the last fiscal vear prior to the Korean 
war. 

The Office of Defense Mobilization is responsible for establishing the policies 
and programs which determine the expenditure of funds for the stockpiling of 
iggy and critical materials. Appropriated funds for this purpose now total 

.2 billion. 

The Office of Defense Mobilization is also responsible for determination of 
defense expansion programs for equipment, facilities, and materials involving 
the use of borrowing authority funds authorized by the Defense Production Act. 
Authority was granted under this act to borrow $2.1 billion from the Treasury. 

In addition to policy and program management of stockpile and borrowing 
authority funds the Office of Defense Mobilization is responsible for the issuance of 
tax amortization certificates under section 124A of the Internal Revenue Act, 1950. 
These certificates enable industry to write off their investment in defense plants, 
equipment, and facilities in a 5-year period, 


B. ROLE OF THE DIRECTOR 


The Director participates by statute in meetings of the National Security 
Council and in meetings of the Cabinet by invitation of the President, where he 
assists in coordination of the defense mobilization effort with related programs 
of the executive branch. He is the Chairman of the Defense Mobilization Board 
which provides a further means for coordinating the policies and activities of the 

rincipal departments and agencies participating in the defense program. This 

oard consists of the Secretaries of State, Treasury, Defense, Interior, Agricul- 
ture, Commerce, Labor; Chairman of the Board of Governors of the Federal 
Reserve System, and Director of the Foreign Operations Administration. 


C, PERFORMANCE OF ODM FUNCTIONS BY OTHER DEPARTMENTS AND AGENCIES 


Reorganization Plan No. 3 of 1953 provides that: 

“When authorized by the Director, ary function transferred to him by the 
provisions cf this reorganization plan (exclusive of the function of being a member 
of the National Security Council) may be performed by the head of an agency of 
the executive branch of the Government, or subject to the direction and control 
of any such agency head, but such officers, employees, and organizational units 
under the jurisdiction of such agency head as such agency head may designate.” 

In carrying out this provision the Office of Defense Mobilization establishes 
defense mobilization policies and objectives for the guidance of other departments 
and agencies and delegates maximum operating responsibility to them. ODM 
then, through review and reporting systems, eudits the performance of the various 
departments and agencies under these delegations. 


D. RELATIONSHIPS OUTSIDE THE FEDERAL GOVERNMENT 


Effective mobilization readiness requires the knowledge, cooperation, and 
active participation of all elements of our national life—industry, business, labor, 
sartent ure, State and local governments, and professions. The Office of Defense 
Mobilization consults and uses experts in many fields and, in addition, uses ad- 
visory committees and other groups to obtain information and advice outside 
the Government. In this manner, special knowledge and experience are brought 


1179 


to bear on such problems as the stockpiling of critical and strategic materials, 
economic stabilization measures that would be required in an emergency, defense 
manpower policies, health resources and wartime production controls. In obtain- 
ing advice from industry the Office of Defense Mobilization makes use of the 
industry advisory committees of the Department of Commerce. 

ODM’s dependence on advice and assistance is indicated by the amount of 
funds requested for WAE and part-time personnel in fiscal year 1955, $333,200 
or approximately 12 percent of the funds requested for personal services. 


E. ACTIVITIES AND STAFFING BY ORGANIZATIONAL UNIT-—-FISCAL YEAR 1955 


There follows for each major organizational unit of the Office of Defense 
Mobilization a statement of the unit’s major activities and full-time positions 
required during fiscal year 1955 as compared with fiscal year 1954. 

Office of the Director —This Office is responsible for the overall direction and 
management of the Office of Defense Mobilization. The estimates for fiscal year 
1955 would provide positions for the Director and 2 secretaries; the Deputy 
Director and 1 secretary; 1 Special Assistant to the Director and secretary; the 
Executive Officer, Assistant to the Executive Officer and a secretary. This 
totals 10 positions as compared to 16 in fiscal year 1954. 

National Security Council staff—This office assists the Director in carrying out 
his responsibilities as a member of the National Security Council by performing 
the following jobs: 

1. Selection of items within the area of ODM’s responsibility which require 
NSC consideration. 

2. Preparation and coordination of ODM staff papers for presentation to the 
planning board of the NSC. 

3. Actual presentation of ODM staff papers to the Planning Board of the NSC: 
The principal medium for obtaining the staff positions of NSC member agencies 
prior to submission of policy matters to the National Security Council itself is 
the Planning Board. The members of the Planning Board receive their appoint- 
ments directly from the President. On the average the Planning Board meets 
three times per week. In the last 6 months the Board has met 70 times. 

4. Briefing the Director on issues and problems prior to his participation in 
NSC meetings. 

5. Coordination and followup on NSC assignments made to the Office of 
Defense Mobilization. 

The above jobs require 3 professional and 3 secretarial positions. Two profes- 
sional positions are required to handle ODM’s membership on the NSC Planning 
Board and the third is required in the development of ODM staff papers for sub- 
mission to the Planning Board and for followup on assignments made to ODM by 
the National Security Council. The three secretarial positions are required to 
support the professional staff. This ratio of secretarial to professional staff is high 
in this area due to the security precautions that must be taken in regard to all 
National Security Council documents. 

General Counsel.— The Office of Defense Mobilization will be directly concerned 
with the administration of at least three statutes in fiscal year 1955 and will have 
substantial planning responsibilities under other statutes and several Executive 
orders. Such responsibilities as the programing of materials distribution and 
industrial expansion for the current defense program require expert legal advice 
and assistance on a day-to-day basis. Developing mobilization readiness actions 
such as those in stockpiling and economic stabilization require legal guidance from 
the conception of basic principles, such as executive and legislative responsibilities 
for action, to details of edministration, such as the form of orders and regulations. 

Specifically, the General Counsel will continue to review all actions of the agency 
for legal implications. He will direct the work of the Office of the General Counsel, 
serve as liaison between the Office of Defense Mobilization and Congress. 

One Deputy General Counsel will have responsibility for the legal aspects of 
a full mobilization readiness functions of ODM under the National Security 

ct. 

The other Deputy General Counsel will place his major emphasis on work in 
the field of priorities and allocations, production programs and requirements 
and stockpiling of critical and strategic materials. 

The Assistant General Counsel will have as his major responsibility the area of 
expansion of defense industry. This includes tax amortizations, loans, advances, 
and procurement programs. He will also assist in developing policies and pro- 
grams required to maintain the defense mobilization base. 


1180 


The fifth professional member of the staff will work on basic legal research and 
analysis of current legislation related to the responsibilities of the Office of 
Defense Mobilization. 

In addition to 5 professional positions the General Counsel’s office will require 5 
secretarial positions in fiscal year 1955. The total of 10 positions for fiscal year 
1955 is 1 less than those required in fiscal year 1954. 

Program and reports staff—This staff will be responsible for the following 
activities in fiscal year 1955: 

1. Prepare a weekly activities and status report for the Director. 

2. Prepare the Director’s quarterly report to the President and the public. 

3. Review, revise, and monitor the agency work program (in cooperation with 
the various Assistant Directors). 

4. Review and revise defense mobilization readiness assumptions in light of 
advice received from the Joint Chiefs of Staff, Central Intelligence Agency, and 
the National Security Council. 

5. Improve, coordinate, and monitor the reporting system for departments and 
agencies which are responsible for various defense mobilization programs and 
activities. 
me Conduct special staff assignments and research for the Director and Deputy 

irector. 

7. Coordinate the preparation of special reports to congressional committees 
such as those to the Joint Committee on Defense Production. 

The reporting activities set forth above will require 1 professional position and 2 
secretarial positions in fiscal year 1955. The program development, review, and 
coordination activities will require 2 professional positions and 1 secretarial 

osition. 
, This staff in addition to the above activities also is responsible for all graphic 
work done in the Office of Defense Mobilization. Most of this work is required 
in papers and reports presented to the National Security Council and in such 
reports as the semiannual stockpile report which is required by law. Two posi- 
tions will be required in this activity in fiscal year 1955. 

The total positions required for the program and reports staff in fiscal year 1955 
is 8 as compared to 12 in fiscal year 1954. 

Information officer —-The ODM information staff at present consists of one 
information officer position and two secretarial positions. The estimates for 
fiscal year 1955 provide for the same number of positions. 

The activities of this staff are strictly informational and not promotional. 
The principle activity of this staff is to answer queries from newspaper, magazine, 
radio, and TV correspondents, chambers of commerce, trade associations, indus- 
try representatives, and the general public. 

Administrative management and secretariat services —Included in these organ- 
izational units are the following activities: 

1. Administrative support for the Defense Mobilization Board and the Com- 
mittee on Defense Transportation and Storage. This activity will require 1 
professional and 1 secretarial position in fiscal year 1955. 

2. Administration of central mail, files, and records. This activity requires 
four clerical positions in fiscal year 1955. 

3. Personnel administration. This activity requires 3 professional positions 
and 2 clerical positions in fiscal vear 1955. 

4. Personnel and physical security. This activity requires 2 professional 
positions and 1 clerical position in fiscal year 1955. 

5. Finance and budget. This activity requires 3 professional and 4 clerical 
positions in fiscal year 1955. 

6. Business services including space management, printing and reproduction, 

urchasing equipment management, and maintenance and messenger service. 
hese activities will require 14 positions in fiscal year 1955, 2 professional and 12 
clerical. 

7. Library services—This activity will require three professional and one clerical 
position in fiscal vear 1955. 

The total position requirements for administrative management and secretariat 
services in fiscal year 1955 will be 39 positions at a cost of $202,018 as compared 
with 63 positions in fiscal year 1954 at a cost of $313,000. Every effort has been 
made and will be continued to be made to reduce overhead costs such as those 
represented by administrative management and secretariat services. At the 
beginning of fiseal year 1954 cost of these activities was $308,000 or 11 percent of 
the ODM appropriation. The estimates for fiscal year 1955 call for a reduction 
of the costs of these activities to 7 percent of the requested appropriation; 
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Assistant Director for financial policy.—This organizational unit will carry out 
the following major jobs in fiscal year 1955: . 

1. Process tax amortization certificates against those defense expansion goals 
where capacity is still not adequate to meet defense mobilization needs. There 
are at present 68 of these open goals. They include such items as aluminum, 
military photographie equipment and nickel. In fiscal year 1955 it is estimated 
that the Assistant Director will process 4,000 cases as compared to 9,100 cases in 
fiscal year 1954. 

2. Review all stockpile and expansion programs involving the use of stockpile 
funds and borrowing authority funds recommended by the Assistant Directors for 
production and materials to determine their financial soundness and the net 
liability to the Government. This review will entail a close coordination of the 
use of stockpile funds under the Stockpiling Act and berrowing authority funds 
under the Defense Production Aet. This is a step that had long been urged by 
the Bureau of the Budget and is now in effect. 

3. Followup on all approved stockpile procurement and expansion programs to 
determine the rate of progress and whether or not ODM policies and criteria are 
being adhered to. 

In fiscal year 1955, 26 positions will be required to carry out the above activi- 
ties, 13 professional and 13 clerical, as compared to 61 in fiscal year 1954. 

Assistant Director for production requirements and programs.—The staff of this 
Assistant Director will be responsible for the following jobs in fiscal vear 1955: 

1. Obtain from the Department of Defense and review full mobilization re- 
quirements for those key programs which serve as a basis for developing stockpile 
objectives and expansion programs. Due to rapid change in weapons development 
this is a continuous and exacting job that cannot be neglected lest our stockpiling 
of critical materials, key facilities in the mobilization base, and production equip- 
ment be out of step with military requirements. 

2. Review, revise, close, or establish defense-expansion goals in the production 
area. This job has two parts: (a) Administration of established goals, (b) 
identification of mobilization deficiencies and the setting of new goals when 
required to meet defense needs. Defense needs have not yet been met for 47 
established goals for which this Assistant Director is responsible. Achievement 
of some of these present complex problems to which practical and economical 
solutions must be found. 

3. Develop policies and criteria which must be followed by the Departments of 
Defense, Commerce, Interior, and the General Services Administration to main- 
tain in being the present defense-production base. Policies relating to produc- 
tion equipment, procurement, and maintenance of key mobilization facilities 
have been developed or are now in the process of being developed. The Assist- 
ant Director for production requirements and programs will have primary 
responsibility for reviewing the programs that are developed by the respective 
departments and agencies under these policies. Facilities presenting maintenance 
problems range from military end item plants through steelmaking. Even today 
we are confronted with numerous instances of defense plants which were brought 
into being in part—sometimes in large part—with Government assistance which 
will be lost to the mobilization base unless a solution to their problems can be 
found. 

The activities of this Assistant Director will require 30 positions in fiscal year 
1955, 20 professional and 10 clerical, compared to 48 in fiscal vear 1954. About 
half of these positions will be required in the review and analysis of military and 
defense supporting requirements for full mobilization. The other 15 positions 
will be required on work related to expansion of defense production where goals 
have not been met and on review of policies and programs required to maintain 
the present mobilization production base. 

Assistant Director for materials.—The major jobs facing the Assistant Director 
for materials in 1955 will be as follows: 

1. Review the present stockpile objectives for the 76 materials now on the 
stockpile list. This task will get underway in fiscal year 1954 for such items as 
nickel, copper and zine. However, the major part of the review job will remain to 
be completed in fiscal year 1955. Also during 1955 some of the materials not now 
on the stockpile list will have to be reviewed to see whether or not they should be 
placed on the list. Some 300 or more materials have been identified as strategic 
for national-security purposes. Stockpile and expansion programs cover some- 
thing less than 50 percent of these materials. 

2. Develop procurement directives for the General Services Administration 
for those stockpile materials for which the stockpile objectives have not been 
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completed. There are 29 such objectives and they include some of our most 
— defense materials such as nickel, aluminum, cobalt, molybdenum and 
chrome. 

3. Continue to develop action programs for the expansion of such critical 
materials as titanium, the supply of which at the present time is far below future 
defense requirements. 

4. Review and revise policy guidance on specifications, storage, and rotation of 
stockpile materials. 

5. Review the overall progress of the stockpile program and report to Congress 
semiannually as required by law. Also prepare the quarterly report on borrowing 
authority as required by law. 

The position tables in this submission indicate that 50 positions will be required 
to carry out the above indicated activities in the materials area in fiscal year 1955; 
34 of the positions are professional and 16 clerical. After a careful analysis of 
the work involved in reviewing all the present stockpile objectives it is now evident 
that 50 positions in fiscal year 1955 will not be adequate. Six of the sixteen posi- 
tions allotted to the Assistant Director for Stabilization as indicated in the 
position tables will be transferred to the Assistant Director for Materials. The 
6 positions will include 3 professional and 3 clerical, thus bringing to 56 the 
number of positions required to carry out the material activities in fiscal year 
1955 as compared to 57 in fiscal year 1954, 

Assistant Director for Stabilization.—As a part of defense mobilization readiness, 
the Office of Defense Mobilization must develop stabilization programs to deal 
with three basic types of emergency: (1) stepped-up partial mobilization; 
(2) conventional full mobilization: and (3) atomic attack. 

In fiscal year 1954, the staff of the Assistant Director for Stabilization will com- 
plete the basic programs for stepped-up partial mobilization and conventional 
mobilization, though not in the latter case, in full detail on specific commodity 
problems. In addition, a basic outline of the stabilization problems after atomic 
attack will be finished. In fiscal year 1955, the staff in this area will complete the 
basic program for conventional mobilization and then adapt this to atomic-attack 
conditions. These programs or emergency plans of action will cover wage, salary, 

rice, and rent controls, and rationing of certain critical commodities such as food. 

he Department of the Treasury and the Federal Reserve Board have been re- 
—_ to develop emergency programs in their respective fields, taxation, and 
credit. 

The Assistant Director for Stabiliation will require 10 positions in fiscal year 
1955, 7 professional and 3 clerical. As explained above under the Assistant 
Director for Materials six of the positions shown in the position tables as required 
by the Assistant Director for Stabilization are required to carry out the material 
activities. This reduces the estimates for stabilization work to 10. The seven 
professional positions will be used in the following areas: 

. One position for development of ration programs. 

. One position for development of wage and salary programs. 
. One position for rent programs. 

Two positions for price controls. 

. One position on stabilization organization and staffing. 

. One position on stabilization legislation. 

It should be pointed out that the emergency programs developed by the Stabili- 
zation staff will be subjected to the review and criticism of those groups who would 
have to comply with the various emergency actions. They will also be discussed 
with the appropriate committees of Congress. 

Assistant Director for nonmilitary defense-——The responsibility for providing 
leadership on behalf of the President in carrying forward the nonmilitary aspects 
of continental defense has been placed by the President in the Office of Defense 
Mobilization. 

Nonmilitary defense includes the overall national-security measures taken by 
civilian departments and agencies to— 

1. Minimize the effects of enemy attack on cities, industry, and Govern- 
ment; 

2. Assure continuity of essential production and governmental functions 
in event of attack; : 

3. Deal with conditions resulting from attack and restore the industrial, 
governmental, and community facilities to support the national security. — 

During fiscal year 1955 the nonmilitary defense staff will concentrate their 
efforts on the development of policies, programs, and standards necessary to assure 
continuity of essential functions of Government and industrial production in 
event of attack. 
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In order to keep the nonmilitary defense program in step with the increased 
emphasis on other related aspects of continental defense, 34 positions will be 
required in fiscal year 1955, 21 professional and 13 clerical. This is an increase 
of 6 positions over 1954, 3 professional and 8 clerical. 

Assistant Director for Manpower—ODM will continue to provide leadership 
and direction of all Federal agencies having manpower responsibilities in order 
to achieve sound defense mobilization manpower policies and programs, and the 
necessary administrative organization for carrying them out. 

Manpower programs can be successful only to the extent that they have the 
acceptance and support of management and labor. Accordingly, ODM will 
continue collaboration with its Labor-Management Manpower Policy Committee 
to develop manpower mobilization measures which represent the best experience 
and judgment of outstanding leaders from the fields of labor and management. 

During 1955 the principal measures on which intensive work will be done are: 

1. Determining the availability of manpower to carry out strategic military 
plans. 

2. Determining key occupations in which stepped-up or full mobilization would 
encounter critical manpower shortages. 

3. Developing measures to alleviate such potential shortages. 

4. Developing measures to mobilize and effectively utilize the Nation’s man- 
power resources in the event of stepped-up or full mobilization, including man- 
power measures necessary in the event of attack on the United States. 

5. Developing improved policies for allocating manpower between the Armed 
Forces and essential defense-supporting activities. 

In the development of all manpower policies and programs, ODM will rely 
upon the resources available in operating departments having manpower func- 
tions, and on labor and management advisory groups. ‘Thus, the manpower 
policies and programs developed will be based on the best information and judg- 
ment available from both governmental and nongovernmental sources. 

The above work will require 7 positions in fiscal year 1955, 4 professional and 3 
clerical as compared to 8 in fiseal year 1954. 

Assistant Director for Telecommunications.—Executive Order 10460 of June 16, 
1953, transferred to the Director of the Office of Defense Mobilization certain 
telecommunication functions formerly performed by the telecommunications ad- 
viser to the President. The Director assists and advises the President with re- 
spect to telecommunication functions in the executive branch of the Government. 
including: (1) Coordinating the development of telecommunication policies and 
standards; (2) assuring high standards of telecommunication management; (3) 
coeordinating the development by Government agencies of telecommunication 
plans and programs designed to assure maximum security to the United States 
in time of national emergency with a minimum interference to continuing non- 
governmental requirements; (4) assigning radio frequencies to Government 
agencies: and (5) developing Government frequency requirements. 

The major activities to be carried out in fiscal year 1955 in this area are: 

1. Development of measures to minimize the vulnerability of United States 
long-range telecommunication systems. 

2. Development of plans for emergency allocation of telecommunication 
facilities. 

3. Preparation of organization plans for emergency control of telecommunica- 
tions, ineluding the necessary legislation. 

4. Development of a limited and war emergency frequency allocation table in 
cooperation with the Interdepartment Radio Advisory Committee. 

5. Analysis of the need for and the feasibility of new technological advances in 
the field of international telecommunications. 

6. Formulation of principles for assignment and use of radio frequencies by 
Government agencies, to include assurance that requests are justified and that 
assignments are used and not stored. 

7. Development of plans and policies for implementation of international treaty 
obligations regarding frequency assignments and use. 

8. Examine Government telecommunication systems and practices: There is 
danger that the growth of Government systems and volume of traffic is becoming 
so extensive as to overshadow existing commercial operations, which could lead to 
an impairment of the economic health, scope, and serviceability of the privately 
owned companies. It is desirable and necessary that this situation be scrutinized 
so that Government agencies may: (1) Minimize unwarranted duplication; (2) 

romote economic operations: (3) justify and regulate traffic volumes; (4) estab- 
ish a national policy as to the amount of Government telecommunication business 
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which should be handled over commercial facilities to promote a continued healthy 
existence; and (5) determine the estimated transmission cost per word of Govern- 
ment telecommunication. 

The above activities, many of which have long been neglected, will require 11 
positions in fiseal year 1955, 5 professional and 6 clerical as compared to 5 in 
fiscal year 1954. 

Interdepartment Radio Advisory Committee-—The Interdepartment Radio 
Advisory Committee (IRAC) reports to and assists the Director of the Office 
of Defense Mobilization in the performance of his functions as he may request. 
This Committee was created in June 1922 as an instrument to satisfy the need 
for interdepartmental coordination of radio frequency assignments required by 
United States Government radio stations. 

Under the Communications Act of 1934, the authority to assign radio frequen- 
cies to Government radio stations is vested in the President of the United States. 

For the past 31 years, the Interdepartment Radio Advisory Committee has 
performed the function of advising the President in this regard; has been making 
frequency assignments in the interim between Executive orders assigning fre- 
quencies to Government stations; and has been assisting Federal agencies with 
technical radio problems associated with their needs for radio frequencies. 

In the execution of its assigned responsibilities, pursuant to its bylaws, the 
Committee will continue during this fiseal year to provide for the periodic pub- 
lication of a frequency assignment and station list for the approval of the Pres- 
ident. This list sets forth those radio frequency assignments and their related 
locations, made by the Committee to Government agencies, and reflects the 
current status of such assignments. 

Of major concern to the committee during the past 2 years and of continuing 
concern during this fiscal year is the responsibility of the United States in dis- 
charging its obligation pursuant to the agreement reached at Geneva in 1951 
during the Extraordinary Administrative Radio Conference of the International 
Telecommunications Union. These responsibilities embrace adjustments to 
many existing worldwide radio communications of the United States, necessary 
to conform to agreed plans pursuant to the aforementioned agreement. For 
example, during the fiscal vear 1955, it is expected that the clearance of the fre- 
quency bands allotted for use by the eargo-ship telegraph stations will be under 
intensive study with a view to possible implementation of these bands by Sep- 
tember 1954. 

Six months after that date, clearance of the passenger-ship telegraph bands 
has been seheduled for completion. Both are extremely complex technical 
problems. 

Implementation of the aeronautical mobile (R) service plans will continue to 
require constant attention of the committee. Planning by United States and 
international aeronautical interests for the use of aeronautical route frequencies 
throughout the world requires concurrent committee action in preparing for their 
clearance of conflicting United States operations. In this connection, present 
studies involving the Middle Fast, southeast Asia, Caribbean, South American 
and South Atlantie regions are expected to continue into the new fiseal year 
Other world areas, including the Pacific Ocean region, will arise for consideration 
as aeronautical implementation progresses. 

As an outgrowth of the implementation of maritime and aeronautical service 

lanning, is the difficult problem of satisfying the need for replacement frequencies 
or those fixed operations which must be removed from their existing assignments 
so as to make way for the implementation of maritime and aeronautical bands. 
Studies to solve the numerous and difficult problems in this respect will require 
even more intensive effort by the committee during the fiscal year 1955. 

The above-mentioned activities will require 30 positions in fiscal year 1955, 
24 clerical and 6 professional as compared to 32 in fiscal year 1954. 

Science Advisory Committee.—In regard to mobilization of scientific and tech- 
nological resources in event of emergency the Office of Defense Mobilization is 
served by the Science Advisory Committee, made up of 15 of the Nation’s out- 
standing scientists from private and public institutions under the chairmanship 
of Dr. Lee A. DuBridge, president of the California Institute of Technology. 

The committee will continue to provide scientific and technical advice on all 
ODM programs, including those concerned with nonmilitary defense (target 
vulnerability and dispersion), critical materials, scientific manpower, and tele- 
communications. 

Full-time positions required to support the work of the Science Advisory 
Committee will total 2 in 1955, 1 professional and 1 clerical. This is the same 
staffing requirement that prevails at present. 
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Health Resources Advisory Committee—ODM is responsible for providing policy 
direction to achieve effective utilization of the health resources of the country to 
meet defense needs. This responsibility is discharged through the Health 
Resources Advisory Committee which serves at the request of the President. 
It is led by Dr. Howard A. Rusk, professor and chairman, Department of Physical 
Medicine and Rehabilitation, New York University, Bellevue Medical Center, 
and associate editor, New York Times, and is made up of persons with recognized 
competence in medical education, research, public health hospital administration, 
dentistry, and nursing. 

During fiseal year 1955, emphasis will be given to the development of policy 
related to health manpower problems. Basic studies will be made to: 

(a) evaluate the indicated military requirements for mdeical, dental, and 
nursing personnel. 

(b) analyze the existing and projected health manpower resources. 

(c) determine the adequacy of the resources in the event of attack. 

Special attention will be given to developing means of improving the utilization 
of searce health personnel by Government agencies. Also, through cooperation 
with professional health organizations, efforts will be stimulated to improve 
utilization of this type of personnel in the civilian community. 

ODM also has the responsibility for administering the national blood program 
which is designed to provide the mobilization needs for blood and related products 
without duplication of effort or conflict of interests among governmental agencies 
and without detriment to the fulfillment of the day-to-day requirements of the 
civilian community. During fiseal vear 1955, it will be concerned with the 
review and evaluation of proposals for stockpiling blood derivatives and related 
products, including gamma globulin, in relation to production capacity and 
civilian requirements. 

The positions required to support the work of the Health Resources Advisory 
Committee in fiscal year 1955 total 12, 6 professional and 6 clerical as compared 
with 14 in fiseal year 1954. 


BupGetary REQUIREMENTS FOR 1955 
CG. Summary of requirements 


} 
| Esti- | | Esti- 
| Actual | 1953 ‘| mated | 1954 | mated 1955 
Object classification | ve amount | num- } amount | num- | amount 
| } ber | ber 
I. 01 Personal services: | 
(a) Permanent positions. 536 | $3, 538, 764 384 $2, 681, 370 294 $2, 129, 568 
(>) Lapsed —298 | 2,040,625) —89 623, 412 —16 116, 760 
(c) Terminal leave... 18 112, 968 | 6 | 40, 893 | l 7, 500 
(d) Net permanent em- | | | | 
ployment___- : 256 | 1,611,107 301 | 2,098,851} 2,020,308 
(e) Part-time and temporary - 18 | 214, 697 24 | 284, 866 | 27 333, 200 
(f) Regular pay in excess of | | | 
52 weeks. ....-.----- 6, 097 7, 776 
(g) Payments above basic | | } } 
rates. 15, 820 | 10, 000 
(h) Payments to other agen- | | 
cies for reimbursable | | | 
details 67, 694 | --| 82,000 |... 13, 000 
(i) Total, personal ae } | 
services. 1015, | 325 2, 437, 956 306 2, 384, 284 
TI. 00 Other objects: | 
(a) 02 Travel----- 107, 309 152, 536 151, 027 
(5) 03 Transportation of | | | | 
things. _- 1, 784 | | 3,206 1, 000 
(ec) 04 Communication | | | 
services. 40, 718 54, 370 | 53, 500 
(d) 05 Rents utility | | | 
2,074 | 874 | 150 
(e) 06 Printing and repro- | 
duction - 55, 740 5, 030 57, 335 
(f) 07 Other contractual | | | 
services... -- 34, 934 238, 000 | = 62, 000 
Services per- } | | 
formed by | 
other agencies__| eat 77, 297 | 46, 400 43, 412 
(g) 08 Supplies and mate- | 
23, 004 | 14, 892 16, 905 
(hk) 09 19, 051 7, 535 


(@) 15 Taxes and 
ments. | 2, 277 2, 650 | 3, 807 
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G. Summary of requirements—Continued 


ma 1 5 
Object classification yg amount | num- | amount | num- | amount 
ber ber 
IL00 Other objects—Continued 
(k) Total other objects. 366, 188 }........ $613, 396 $396, 716 
2, 281,003 |........| 3,051,352 2, 781,000 
IV. Reconciliation to appropriation or 
estimate: 
(a) ~~ from other 
—50, 244 |........| —143,000 |........ — 20,000 
(b) Unobligated balance, esti- 
minted 350, 863 |... 50,000 0 
(c) Transferred from ‘Salaries 
and expenses, Defense Pro- 
duction Administration,’’ | 
ursuant to sec. 711 of De- 
ense Production Act, as | 
(d) Com rative transfers from 
onsolidated working 
fund, Federal Communi- | 
cations Commission’’ —20, 056 |....._.. 0 
(e) Comparative transfer from | 
“Salaries and expenses, 
Federal Communications 
(f) Comparative transfer from 
“Consolidated working | 
fund, Office of Defense | 
—208, 352 |......-- | 0 
(g) Comparative transfer from | 
‘Consolidated working } | 
fund, Commerce, Office of | | | 
—39, 042 @ j-------- | 0 
V. Appropriation or 1, 250,000 2, 750, 000 | 2,761,000 


Activity, ODM, 


Activity, IRAC, 


Estimate, 1955, 


estimate, 1955 estimate, 1955 total 
Object classification 
Amount Amount Amount 


I, 01 Personal services: 
(b) La 


(¢) Net permanent employment_. 
(e) Part-time and temporary____- 
(f) Regular pay in excess of 52 
g) Payments above basic rates_- 
h) Payments to other agencies 
for reimbursable details - - - 


Total personal services. _- 


Il. Other 
(b) 03 ‘Transportation of things_. 
(c) 04 Communication services. 
(d) 05 Rents and utility services. 
(e) 06 Printing and reproduc- 


vices 
Services performed by 
other agencies _- 
) 08 and materials. _- 
(h) 09 Equipment... 
(i) 15 Taxes and assessments._ 


(k) Total other objects. 


396, 716 


III. Total obligations 


2, 781, 000 


| | 
16 116,076 |...... 684 16 116. 760 
(c) Terminal leave 1 1 | 7, 500 
249 | 1,886, 387 30 | 133,921 279 | 2,020, 308 
27 27 | "333, 200 
| 276 | 2,250,363 | 30 | 133,021 | 306 | 2, 384, 284 
1,072 |...-....| 151,072 
tion pen 44, 555 12, 780 57, 335 
(f) 07 Other contractual 
30,150 4.262 |........| 43, 412 
| 900, 687 | 27,079 |......... 
| 2, 620,000 |... 161,000 |........ 
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I. 01 PERSONAL SERVICES 


The funds requested in this estimate for personal services should provide the 
staff necessary for the Director to direct, coordinate, and provide common policy 
for the entire mobilization readiness effort and at the same time to supervise 
current measures to increase and maintain defensive strength. 

The permanent staff requirement of 264 has been increased by 30 positions to 
include the personal services necessary to the operation of the Interdepartment 
Radio Advisory Committee. This committee activity was financed in prior 
years with contributions made by participating agencies. The total estimated 
cost of these positions is $2,020,308. These positions will be distributed among 
18 offices and approximately 20 specialized areas of the staff to serve as a nucleus 
of highly competent personnel for day-to-day activities. 

In order that the objectives of ODM may be achieved with this staff, the fullest 
utilization of the facilities of other agencies of the Government must be made. 
It is planned also that this staff be supplemented by the use of individuals from 
private fields of endeavor on a temporary basis (WAE). These consultants serve 
only for such periods as they are needed, thereby affording ODM the necessary 
flexibility personnelwise to cope with its various programs. 


(a) Permanent positions, total annual salary rate, $2,129,568 
Positions are distributed among the various offices as follows: 


| 1954 1955 


| | 
Office | Positions | Positions Total 
} | annual 
| Profes-| Cleri- Profes-| Cleri- salary 
| sional | cal | Total | sional | cal | Total | rate 
| | 
Office of the Director_- 2 1} 3 | 2 | 1 | 3 31, 355 
Deputy 2 2 | 2 | 2 | 22, 935 
Executive officer. _._- 3 3 6 2 l | 3 23, 560 
Special assistants__.. - 3 2 5 1 1 2 15, 005 
Science Advisory 1 1| 2 | 1 1 | 2 17, 205 
Health Resources Committee. ---.- 7 7 | 14 | 6 6 | 12 72, 920 
Staff services: | 
General Counsel. 7 il 6 4 | 10 79, 685 
Program and reports staff _- 4 12 | 5 3} 54, 910 
1 2) 3 | 1 2 | 3 20, 750 
Administrative management... 20 34 54 15 | 18 | 33 171, 383 
Secretariat services..............-.--..- 2 7 9 | 1 | 5 | 6 30, 635 
Assistant Director for Financial Policy. 31 30 61 13 | 13 26 | 187, 725 
Assistant Director for Production Require- | | | | 
ments and programs__...... -..-.- - 29 19 48 | 20 10 | 30 | 264, 600 
Assistant Director for Materials... -..-.__- 35 22 57 34 16 | 50 | 413, 580 
Assistant Director for Stabilization -...__._- 12 6 18 10 | 6 16 135, 795 
Assistant Director for Non-Military De- 
fense..._. 18 10 28 a| 13 34} 263,115 
Assistant Director for Manpower-----__--- 5 3 8 4 3} 7 57,910 
Assistant Director for Telecommunications- 3 2 5 5 6 | ll 80, 250 
Interdepartment Radio Advisory Commis- | | 
7 25 32 | 6 | 24 | 30} 134, 605 
199| 185| 384 | 158| 136 | 294 | 2, 129, 568 


(b) Lapse, $116,760 

The lapse rate of permanent positions has been estimated at approximately 
16 man-years for the delay in recruitment for new positions and turnover of old 
positions. 
(c) Terminal leave, $7,500 

It is estimated that the Office of Defense Mobilization will be required to finance 
1 man-year of terminal leave. 
(d) Net permanent employment, $2,020,308 
(e) Part-time and temporary employment, $333,200 


This estimate will allow the Director to employ 27 man-years of part-time and 
temporary personnel. The permanent staff of the Office of Defense Mobilization 
has been limited on the assumption that the services of highly qualified individuals 
from private fields of endeavor can be secured on a temporary basis. It is es- 
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sential in view of the scope of the Office’s responsibilities that individuals of out- 
standing ability be available for consultation, and as members of advisory com- 
mittees. The hiring of such personnel on a temporary basis permits the Office 
to utilize them for definite assignments for a limited duration and upon completion 
of the work to be performed, cancel the existing contract. 


Man- 

Area: Years 
Office of the Deputy 1 
Science Advisory Committee_- ag, 1 

Health Resources Advisory 3% 
Production Requirements and Programs____- J 1 


(f) Regular pay in excess of 52 weeks, $7,776 
(q) Payments above basic rate, $10,000 


This estimate represents the overtime and holiday pay to meet deadlines and 
to cope with unexpected workloads caused by emergency conditions. 


(h) Payments to other agencies for reimbursable details, $13,000 


This estimate represents funds necessary to finance reimbursable personnel. 
It is the policy of this office to utilize personnel of Government agencies when- 
ever possible. 


(i) Total personal services, $2,384,284 


Il, OTHER OBJECTS, $396,716 


The estimates included in this section are the requirements for all objects of 
expenditure, exclusive of personal services. These funds are required for servicing 
the employees of the Office of Defense Mobilization and Interdepartment Radio 
Advisory Committee necessary to the performance of their daily tasks. 

(a) 02 Travel, $151,072 

This amount represents estimated travel costs for the regular, part-time, 
w. 0. c., and reimbursable personnel of the Office of Defense Mobilization. The 
success of the defense-mobilization program depends on the abilitv to secure the 
part-time, intermittent, or w. 0. c. services of highly qualified individuals through- 
out the Nation. Approximately 90 percent of the travel estimate is to cover 
expenses of these individuals. The balance is to cover travel by the Office’s staff. 
The employment of w. o. c. and w. a. e. consultants will be principally confined to 
the membership of committees such as the Health Advisory Committee, Science 
Advisory Committee, National Labor Management Manpower Policy Committee, 
Program Advisory Committee, and others. Consultants will also be required to 
assist in the solution of such problems as review of transportation requirements, 
stockpile requirements, and supply for such materials as titanium, synthetic 
manganese, dioxide, ete. 


Distribution: 
Number of p,, Transpor- 
Type of employee ips | Per diem Total 
| 
Office of Defense Mobilization: | 
Part-time and 520 | 35, 100 | 57,075 92,175 
Without compensation. tide 220 13, 200 24, 860 38, 060 
40 | 1, 440 | 4, 600 6,040 
Interdepartment Radio Advisory Committee 
lo. 51,897 | 99, 085 | 151, 072 
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(b) 03 Transportation of things, $1,000 

This estimate includes freight, local drayage charges plus parcel post. 
(ce) 04 Communications, $53,500 

This estimate will provide communication services such as telephone, telegraph, 
and postage necessary to the operations of the Office of Defense Mobilization. 


ODM: 
Equipment rental and installation charges ... $17, 500 
Local messages. e 5, 000 
Operators 12, 000 
Switchboard charges. ________- 10, 000 
Long-distance tolls... 3, 500 
Telegraph and 120 


1, 500 


(d) 05 Rents and utilities, $150 
This estimate provides for the rental of (1) postage meter. 
(e) 06 Printing and reproduction, $57,335 


This estimate provides for pamphlets, books, documents, periodicals, and other 
publications of a permanent nature. 


ODM: 
Forms end other. is 3. 600 
IRAC: 
Duplication of station lists—publications : 12, 480 
Total. 3 57, 335 


FINANCIAL POLICY 


This estimate provides for machine tabulation to be performed by the Depart- 
ment of Commerce (Bureeu of Census) for the joint project on tax-amortize.tion 
data and program reporting for expsnsion projects under certificates of necessity. 
This estimate is besed on the assumption thet the tax-amortization activity will 
be on » very much reduced scale and this will be primarily a phase-out operation 
for date requirements in this are. Reports from holders of certificates of neces- 
sity on progress of completion of expansion projects will be on a semiannual 
reporting besis and this operation will also be primarily a windup of this par- 
ticular area of work: $50,000. 


HEALTH RESOURCES ADVISORY COMMITTEE 


This estimate provides for the continuation of an existing arrangement whereby 
the Department of Health, Education, and Welfare furnishes machine tabula- 
tion services when, and as, required by the Health Resources Staff. The data 
received is used in studies related to (1) the effects and implications of mobiliza- 
tion on the training and supply of health personnel since June 1950, (2) the 
utilization of health personnel, and (3) special reports and analyses of materials 

resented by the Department of Defense and other agencies for review by the 

lealth Resources Advisory Committee and Staff: $12,000 


07.2 Services performed by other agencies, $43,412 


Miscellaneous services.—This estimate provides for miscellaneous se1vices which 
will be furnished by other Government agencies. 
Breakdown of the estimate is as follows: 


41872—54—-pt. 22 


O7.1 Other contractual services, $62,000 
| 
q 


ODM: 
GSA—Maintenance of motor vehicles___..................-..--- 720 
CS8C—Security investigations. 23, 000 
GSA—Repair of office equipment and alterations to buildings_____- 4, 000 

GSA—Necessary labor and equipment in connection with space 

IRAC: 
Rental and repairs of IBM punch system 1, 226 
Civil Service Commission investigations. 500 


(g) 08 Supplies and materials, $16,905 


This estimate includes charges for office, duplicating, library and miscellaneous 
~ lies. Gas, oil and accessories are also included. 
ODM: 


Newspapers, periodicals and pamphlets___.-.----.---.----------- 1, 000 
IRAC: 
100,000 IMB blank cards__-- -- 105 
26,000 Duplimat plates, at. 10 cents... 1, 600 
Miscellaneous supplies (stencils, paper, forms, etc.) --.------------ 3, 200 


(h) 09 pment, $7,535 
This estimate provides necessary funds for additional safe equipment, books of 
reference and replaceable items of equipment. 
(i) 14 Taxes and assessments, $3,807 
(j) Unvouchered, $0 
(k) Total other objects, $396,716 


IV. Reconciliation to appropriation or estimate: 
(a) Reimbursements from other accounts__ - 20, 000 
(b) Unobligated balance, estimated savings__---.-------- 


This amount represents the total direct appropriation estimated to operate the 
Office of Defense Mobilization for the fiscal year 1955. 


BUDGET REQUEST FOR FISCAL YEAR 1955 


Mr. Puiwurps. You are asking for $2,761,000 of which $161,000 is 
for the Interdepartment Radio Advisory Committee, which we 
want to ask you about in some detail for our own information. What 
you are justifying at the moment is the item of $2,620,000 for the 
defense mobilization program. 

Do you have a general statement? 


GENERAL STATEMENT 


Mr. Fiemmine. Thank you very much, Mr. Chairman. 
I would like to give first some background relative to the present 
Office of Defense Mobilization. First of all, I think the President had 
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stated very effectively three basic premises that those of us working 
in the Office of Defense Mobilization keep in mind as we work in this 
area. 

Mr. Puiuuirs. Do you want to give us a historical background now, 
when your Office was created and so forth? 

Mr. Fiemmina. I plan to do that in just a few minutes. 

On May 19, 1953, the President, in a statement to the Nation, said: 

There has been to this moment no reason to believe that Soviet policy has 


changed its frequently announced hope and purpose—the destruction of freedom 
everywhere. 

On October 8, 1953, he said: 

We, therefore, conclude that the Soviets now have the capability of attack on 
us and such capability will increase with the passage of time. 

The third premise the President stated in his State of the Union 
message on January 7, 1954: 

We shall not be aggressors, but we and our allies have and will maintain a 
massive capability to strike back. 

It seems to me all three premises should be kept in mind in con- 
sidering the security program of the Nation. 

I have here some basic planning assumptions that have been 
approved as an interim plan by the National Security Council and 
the President. They are classified. If you are willing, I would like 
very much to have the opportunity of reading them to the committee 
off the record. I think it would be helpful as background for the kind 
of responsibilities that the President has assigned to us. 


RELATIONSHIP OF ODM TO THE NATIONAL SECURITY COUNCIL 


Mr. Puixuies. You are the Office of Defense Mobilization. What 
is your relationship to the National Security Council? 

Mr. Fremmine. I am 1 of the 5 statutory members of the National 
Security Council. 

Mr. Puttuirs. Does the Council tell the Office of Defense Mobiliza- 
tion what to so so far as policy is concerned? 

Mr. FLtemmina. At times it does. If it is a matter that involves a 
determination of policy by the President it will very likely go through 
the National Security Council. The Council itself does not make any 
decisions. It sits with the President, advises the President, and the 
President makes the decisions. 

Mr. Puituips. The policy, then, might reach the Office of Defense 
Mobilization from that source? 

Mr. Fiemmine. That is right. 

Mr. Puiuurrs. From what other source would you get policy? 

Mr. Fiemminea. From the Congress and the President, that is all. 

Mr. Puivuirs. I was looking at your chart last night and was 
trying to figure out what the Defense Mobilization Board is. 

Mr. Fiemmrine. That is an advisory board to the Director of 
Defense Mobilization. 

Mr. Puiuurps. That is internal? 

Mr. Fiemnina. Yes. 

Mr. Puruuips. And so is the Science Advisory Committee? 

Mr. FLemmine. That is correct. 
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Mr. Puituirs. Tell us when you want to go off the record. 
Mr. Fiemmina. | would appreciate going off the record now. 
(Discussion off the record.) 


FUNCTION OF THE OFFICE OF DEFENSE MOBILIZATION 


Mr. Fiemmina. Mr. Chairman, those basic assumptions, I think, 
help to give some idea of the kind of assignments that have been 
given to the Office of Defense Mobilization. In brief, if I were sum- 
ming it up, I would put it this way: 

The Office of Defense Mobilization is charged with the responsi- 
bility of performing for the President duties in the field of defense 
mobilization which, if time permitted, he would perform himself. 
In other words, we are an agency that provides the President with 
staff help and assistance in the field of defense mobilization. 

The Office of Defense Mobilization, created by Reorganization 
Plan No. 3, which was submitted to the Congress just about a year 
ago, pulled together into 1 central agency what had previously been 
3 separate agencies and parts of 2 others, namely, the NSRB, 
National Security Resources Board; the DPA, Defense Production 
Administration; the old ODM; that portion of the Munitions Board 
in the Department of Defense responsible for stockpiling critical and 
strategic materials; and the Telecommunications Adviser to the 
President and staff. 

Mr. Patties. Why do I not find anything on your chart about the 
Civil Defense program? Is that not related to your Office? 

Mr. Fiemnine. To the extent we are involved in that area, it is 
under the Assistant Director for Non-Military Defense. 

Mr. Puituies. If there should be some difference between Civil 
Defense and the Office of Defense Mobilization, who would decide it? 

Mr. Fiemina, If it were a basic difference on policy we would 
refer it to the National Security Council. 

As I have stated, the Director of ODM serves as one of the statutory 
members of the National Security Council. 

Mr. Puruurps. Will you give us the members of that Council? 


MEMBERSHIP OF THE NATIONAL SECURITY COUNCIL 


Mr. Fiemminea. By law the National Security Council is made up of 
the Vice President, the Secretary of Defense, the Secretary of State, 
the Director of the Foreign Operations Administration, and the Director 
of ODM. The Secretary of the Treasury sits with the Council by 
invitation of the President, and the presiding officer of the Council is 
the President. 

Mr. Tuomas. I thought Secretary Wilson sat on the Council. 

Mr. Fiemmina. The Secretary of Defense; yes. 

Mr. Tuomas. Did you mention him? 

} Mr. Fiemmina. Yes, the Secretary of State and Secretary of De- 
ense. 

Mr. Tuomas. I did not think you mentioned him. 

Mr. FLemmina. The assignments that are given to the Office of 
Defense Mobilization as a result of the deliberations of the National 
Security Council point up the relationship between the Office of 
Defense Mobilization and the President. Again, if I could off the 
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record, I would like to give vou an indication of some of those assign- 
ments. 

Mr. Puiuures. Off the record. 

(Discussion off the record.) 

Mr. Puiuurrs. In all these things that vou have recited on which 
vou have given us examples, are you only an advisory ageney? Have 
vou any authority to impose your decisions on the various groups 
involved? For example, suppose in setting up an industrial survey 
of available industrial equipment and materials vou discovered that 
there were manufactured a less number of machine tools than you 
actually needed. Do you have authority to savy how they shall be 
distributed or do you have only an advisory capacity? 

Mr. Fiemmina. In that situation we would have authority to do 
two things: Set an expansion goal that would put us in a position 
where we could grant rapid tax amortization certificates. Next in a 
mobilization period we would exercise certain controls under the 
Defense Production Act. 

Mr. Puiuuirs. What I am trying to find out, do you currently have 
this power or when the emergency arises would Congress or an 
Executive order have to give you authority? 

Mr. Fiemmina. No, the Defense Production Act as it stands gives 
that authority. 

ORGANIZATIONAL PROBLEMS 


Next I would like to give you a review of the organizational prob- 
lems that have confronted us over the last year. 

First of all, as vou know, we had the responsibility for liquidating 
the various control agencies in the field of wages, prices, rent and 
materials. That job has been completed. 

Then we had the responsibility of telescoping activities previously 
handled by the old ODM, the Defense Production Administration, 
the National Security Resources Board, and that portion of the 
Munitions Board activities that related to stockpiling. 

We also had the job of reducing our full time classified personnel 
from 504 in January 1953, to 246 in January 1954. 

It seems clear to us, as we work in this area, that the action of the 
President in establishing the new Office of Defense Mobilization 
under Reorganization Plan No. 3 has contributed to the Adminis- 
tration’s overall objective of economy. 

In the fiscal year 1953, for example, the NSRB, the DPA, and the 
old ODM obligated approximately $4,600,000 as compared to esti- 
mated obligations of $2,700,000 for the ODM in fiscal year 1954. 

Mr. Puitups. That does not agree with what you show in your 
reen sheets. You show 274 actual employees in 1953, 325 estimeted 
or the current year, and a reduction to 306 for 1955. 

Mr. Ftemmina. What I did, I took the number on the rolls in 
January 1953, which was 504, and then the number on the rolls in 
January 1954, which was 246, so there would not be any corresponding 
figures in our green sheets to that. 

Mr. Puitures. We will be glad to reduce your personnel figure for 
1955 to correspond to this other figure. 

Mr. FLtemminea. Well, I would like to have a chance to talk to that 
point. 
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I indicated that in fiscal year 1953, if you took the NSRB, the DPA 
and the old ODM, obligations totaled $4,600,000, whereas our obliga- 
tions for fiscal year 1954 will be about $2,700,000. 

Mr. Puaruuips. $2,700,000 not including IRAC, which you did not 
have before? ‘ 

Mr. Fieminc. That is right. The President has brought under 
the ODM roof quite a few things that were prveiously not in it. 

Then, I think this comparison is interesting. The NSRB, for mobil- 
ization planning alone, obligated $3,100,000 in fiscal year 1950, the 
last fiscal year prior to the Korean war. As contrasted to that, we 
have the figure of $2,700,000 for this fiscal year, which includes more 
activities. 

ORGANIZATIONAL STRUCTURE 


I would like to discuss briefly our organizational structure. The 
chart that you have before you and that is included in our submission 
can be used as the basis for that. In discussing the chart I would 
like to say this, that we keep this in mind, that the ODM has the 
responsibility in many areas for developing policies and then working 
out clean-cut assignments of duties and responsibilities for other 
agencies, and then checking up from time to time to see whether or 
not there is adherence to the policies. I feel that to the extent it is 
humanly possible to do so, an agency such as ODM should always be 
looking for other departments and agencies to assign operating 
functions to. 

Reorganization Plan No. 3 provided for the creation of the posts of 
Director and Deputy Director. The posts of Assistant Directors 
were created by administrative order. I will take each area and 
discuss them in detail. 

Mr. Paruuips. Off the record. 

(Discussion off the record.) 

Mr. Friemmina. I would like at this point to duscuss with you 
briefly the background of the Deputy Director and the Assistant 
Directors that serve in these posts. 


BACKGROUND OF VICTOR E. COOLEY, DEPUTY DIRECTOR 


First of all, my Deputy Director is Victor E. Cooley. Throughout 
his entire career, Mr. Cooley has been associated with the Bell Tele- 
phone System, starting with the Pacific Telephone & Telegraph Co. 
in 1911. After service in the Navy in World War I, he became asso- 
ciated with the Southwestern Bell Telephone Co. and later became 
vice president and director of the New York Telephone Co. and still 
later the chairman of the board of Southwestern Bell Telephone Co. 
in St. Louis. When I persuaded him to come and take this post he 
was serving in that position. 


BACKGROUND OF LT. GEN. WILLARD 8. PAUL, ASSISTANT DIRECTOR FOR 
NONMILITARY DEFENSE 


The person in the position of Assistant Director for Nonmilitary 
Defense at the present time is Lt. Gen. Willard S. Paul. General 
Paul had a very distinguished career with the Army from 1916 until 
1948. During World yar II he served as commanding general, 26th 
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Infantry Division, as G-1 in SHAEF, as deputy chief of staff, 
headquarters, European theater, and from 1945 to 1948 he was 
Assistant Chief of Staff, G-1, under General Eisenhower, who was 
then Chief of Staff. 

Mr. Tuomas. Has he retired from the Army? 

Mr. Yes. 

Mr. Tuomas. Is the gentleman from the Bell Telephone Co. also 
retired? 

Mr. FLemmine. Yes. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


BACKGROUND OF THOMAS R. REID, ASSISTANT DIRECTOR FOR MANPOWER 


Mr. Fiemminc. Thomas R. Reid has been the Assistant Director 
for Manpower. Mr. Reid is the director of civic affairs of the Ford 
Motor Co., Dearborn, Mich. Prior to that time he served as execu- 
tive vice president of the United States Junior Chamber of Commerce, 
and for 9 years as vice president in charge of human relations of 
MeaCudmnck & Co., Baltimore, Md. He is a very able young man 
who came with me for 6 months of service. He has had outstanding 
experience in the personnel and manpower field. 


BACKGROUND OF GLENWOOD J. SHERRARD, ASSISTANT DIRECTOR FOR 
STABILIZATION 


The Assistant Director for Stabilization is Mr. Glenwood J. Sher- 
rard. Mr. Sherrard has had a very successful career in the field of 
hotel management, beginning in 1914. He has managed hotels in 
Steubenville, Ohio; Hamilton, Bermuda; and since 1933 has been 

resident of the Parker House in Boston. I put him in that post 

ecause of a conviction on my part that it makes good sense to have 
someone working on these matters who has been on the receiving 
end of controls. 

Mr. Tuomas. Was he in rent control? 

Mr. Yes. 

Mr. Tuomas. You evidently did not think much of his judgment 
when they were taking employees off the payroll and putting them 
back on. You and your chief counsel ordered them put back on the 
payroll. Is he the one you are bragging on now? You did not think 
so much of him when you overruled his judgment. 

Mr. Fuemminea. I am not sure he was in that position at that time. 

Mr. THomas. He was over there. 

Mr. Fiemminea. That is right. Once in a while I may differ with 
the judgment of someone in the organization. 

Mr. ‘Homas. Tell us about your general counsel. What is his 
background? 

Mr. Puriures. Go ahead with the other Assistant Directors first. 


BACKGROUND OF ELMER H. WEAVER, ASSISTANT DIRECTOR FOR MATERIALS 


Mr. Fiemuina. Elmer H. Weaver, Assistant Director for Materials. 
Mr. Weaver has been associated throughout his entire career with 
the Union Oil Co. of California and is on leave as manager of pur- 
chases of that company. 
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BACKGROUND OF BENJAMIN F. YOUNG, ASSISTANT DIRECTOR FOR FINANCIAL 
POLICY 


Benjamin F. Young, Assistant Director for Financial Policy. 
After service in the United States Army during World War I, Mr. 
Young became associated with the New York Telephone Co. He 
served as vice president and comptroller of that company from 1944 
until his retirement in 1951. As I will point out when I get into the 
financial requirements area, I felt very keenly the need for a comp- 
troller because of the responsibilities assigned to us in the stockpiling 
a and in connection with the Defense Production Act revolving 

und. 

Mr. Tuomas. The argument is good, but how much are you 
handling? 

Mr. FLemuina. Up to the present time the Government has spent 
in excess of $4 billion in connection with the stockpiling program. 

Mr. Tuomas. $7.2 billion; is it not? 

Mr. Fiemmine. I was taking first the amount actually spent up to 
the present time. If, as and when the stockpile objectives are reached, 
it will reach $6.8 billion on the basis of present prices. In addition, 
we have responsibilities for a $2.1 billion revolving fund set up by 
the Defense Production Act, and the commitments the Government 
can make are in excess of that. 

Mr. Tuomas. But you requirements in 1955 are nil. 

Mr. Fiemmina. So far as the processing of certificates are con- 
cerned they will be small as compared with the peak following Korea, 
but as far as watching these funds and establishing adequate controls, 
there is still a good deal to be done. 

Mr. Tuomas. Of course your advancements of funds in 1955 will be 
Peer eany nil; as far as making new commitments it will be practically 
nil. 

Mr. Fiemmina. There are some areas where some very important 
commitments no doubt will be made involving, for example, nickel and 
titanium. It is true from a quantitative point of view they will be 
small, but from a qualitative point of view they will be very important. 

Mr. Tuomas. Did not the Swiss deal of 18 months ago take care of 
the nickel proposition? 

Mr. Ftemmina. No; there is a great deal that needs to be done. I 
think when I discuss the work of that area the committee will see the 
importance of my having the best advice I can get. 

There has been a vacancy in the post of Assistant Director for 
Production Requirements and Programs. I think I am about ready 
to fill that one. 

Mr. Puitures. You mean it has not been filled? 

Mr. Fiemmine. That is right. 


BACKGROUND OF WILLIAM A. PORTER, ASSISTANT DIRECTOR FOR TELECOM- 
MUNICATIONS 


The Assistant Director for Telecommunications is William A. 
Porter. Mr. Porter, throughout his career, has been an attorney in 
Washington, specializing in the field of communications law. 

Mr. Puituips. I am sorry, who is the Assistant Director for Tele- 
communications? 


1197 


Mr. Fiemmina. William A. Porter. Throughout his career he has 
been an attorney in Washington specializing in the field of com- 
munications law. During World War II he served in the United 
States Navy as executive assistant to the head of the Materials 
Branch, Electronics Division, Bureau of Aeronautics. 

Mr. Puriuures. He came up here on another matter? 

Mr. Fiemmrina. | think he came up on an item the FCC had 
before you. 

Mr. Jonas. That monitoring program. 

Mr. Fiemmina. I think, in fairness to Mr. Porter, I should point 
out that he came on the job in September and has been tackling 
problems in what I am sure this committee appreciates is a very com- 
plicated area. I have been impressed with his overall knowledge of 
the field and his ability to dig in and work, and I think he will be of 
help to all of us in that area. 

Mr. Tuomas. What can he add, with all his willingness to work and 
his elaborate practice in communications law, to what Commissioner 
Hyde and the other Commissioners know, who have been on the 
Federal Communications Commission for 10 or 15 years? What can 
he add that they do not know? 

Mr. Fiemmrne. I shall be glad to go into detail later on, but my 
umderstanding is there are certain matters involving the Government 
use of frequencies that are not under the jurisdiction of the Federal 
Communications Commission. 

Mr. Tuomas. They cannot operate unless they know what the entire 
picture is. 

Mr. Fiemmina. I agree with you. 

Mr. Tuomas. Did we set this position up ourselves, or was tliat 
done by Executive order? 

Mr. Fiemmina. It was done by Executive order. As I understand 
it, the Communications Act puts certain responsibilities with the 
President and he in turn has delegated them to this Office. 

Mr. Tuomas. To the extent of allocating certain spectrums to the 
agencies of Government, and the Federal Communications Commission 
over here handles John Public. 

Mr. Fiemmrine. I am interested in getting activities of this kind 
concentrated as much as possible, but it is my understanding the 
Congress has never put the total responsibility with the Federal 
Communications Commission, in this area. 

Mr. Tuomas. Forty-one people does not look like concentration, 
does it? 

Mr. Fiemmine. I shall be glad to discuss their workload later on in 
my testimony. Most of the personnel are associated with the Inter- 
agency Advisory Committee. I understand there is a long history 
to that Committee. 

Mr. Tuomas. Nobody wanted it until you took it. 

Mr. FLtemmina. As I understand, the Appropriations Committee 
said to the executive branch, ‘We do not like having interagency 
committees around town supported by contributions from other 
agencies, and we want that cleaned up.’’ This was one of them and it 
was placed by Executive order in ODM. 

Mr. Puiuurrs. Continue your general statement. 


BACKGROUND OF CHARLES H. KENDALL, GENERAL COUNSEL 


Mr. Fiemmina. You did ask for the background of the General 
Counsel, Mr. Charles H. Kendall. He is here and he can give you the 
details that I may not have in mind. But if I recall correctly, Mr. 
Kendall came in the Government service in 1941. Is that correct? 

Mr. Kenpauu. Yes. 

Mr. Fiemmina. I believe he was associated with John Lord O’Brian 
in the old War Production Board, as counsel. Then he served with 
the Navy and when you finished that period of service, where did you 

Mr. Kenpauu. I was sent, still in uniform, to assist the State 
Department in the disposition of overseas surpluses. When I was 
released to inactive duty I stayed on as a civilian in foreign surplus 
disposal work until 1948, when the National Security Resources Board 
was formed, and I was requested by Mr. Hill of that Board to become 
Associate General Counsel of the National Security Resources Board. 
I continued with that Board until 1951, when I went with the Defense 
Production Administration as General Counsel, and in 1952 moved 
over to the Office of Defense Mobilization in the same capacity. 

I had 8 years of private practice in Buffalo, N. Y., before coming 
to Washington in 1941. Mr. O’Brian was also from Buffalo. 


RESTORATION TO DUTY OF OFFICE OF RENT STABILIZATION EMPLOYEES 


Mr. Puatuuips. Did you furnish an opinion that these people could 
go off and go back on the payroll? 

Mr. Kenpauu. I worked on both opinions, the first which con- 
firmed the disciplinary action taken, and the second which knocked 
down the added disciplinary action. I will take responsibility for 
anything that was said. 

Mr. Fitemminea. I will assume complete responsibility for the 
actions taken because they were my actions. I would like to state 
briefly for the record that the practices that were uncovered, I think 

artially as a result of hearings before this committee, are practices 
T did not and do not condone in any shape or manner. As you recall, 
the first action was to suspend the employees. 

Mr. THomas. You ordered them put back on the payroll. 

Mr. Fiemmine. I will be glad to explain that. 

Mr. Tuomas. I hope you do. 

Mr. Fitemmrine. As you recall, the first action taken was to suspend 
the employees from their jobs for a period of 30 days. That action 
was appealed by the employees. I set up a board, made up of retired 
civil-service employees, to conduct a hearing and to make recommen- 
dations to me. That board recommended to me that the employees 
should be reinstated. 

Mr. Tuomas. Of course you did not weight that board at all, did 

ou? 
. Mr. Puiuutrs. I do not think he did, since he overruled them. 

Mr. FLtemmina. That is right. I did not accept the recommenda- 
tion of the board and instead I wrote a letter upholding the action 
taken in suspending them for a period of 30 days and stated my 
views, I think, rather vigorously as far as the practice itself was 
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concerned. I will quote from one paragraph of this letter addressed 
to Mr. Sherrard: 


Notwithstanding my reluctance to override the recommendations of the 
members of that board— 


that is, the board which I had set up— 


I nevertheless felt constrained to feel that the suspension action Mr. Barr took 
was within his authority and did not constitute an abuse of discretion. 


Let me read my letter to Mr. Barr. [After a pause.] Apparently 
that letter is not in the file. I would like to have the privilege of 
inserting that letter, which indicated very clearly my own feelings 
relative to the practice indulged in. 

Mr. Puiuuirs. If there is no objection, that can be put in. 

(The matter referred to above is as follows:) 

Apri 9, 1953. 
Mr. G. Barr, 
Acting Director, Office of Rent Stabilization, 
Washington 25, D. C. 

Dear Mr. Barr: This has reference to the appeals of Edwin D. Dupree, Jr., 
John J. Madigan, and Linda A. Matteo, asking review by me of the action taken 
by you on February 25, 1953, suspending each of them from employment for a 
period of 30 days without pay. 

As you know, I requested Messrs. E. Ray Ballinger, Kenneth Vipond, and 
Edward Kemp, sitting 2s an advisory board, to hear the appeals and recommend to 
me such action as I should take. The board examined the pertinent documents, 
heard the appellants personally as well as certain other witnesses, considered 
arguments by counsel for the appellants, and made a full report to me under date 
of March 25. The review was carefully and competently done, as was to be 
expected, and I am constrained to give the recommendations of the board great 
weight. Those recommendations are as follows: 

“1, That Mr. Barr be commended for his good judgment in objecting to the 
so-called plan X at the time it was proposed in June 1950, and for his concern in 
maintaining the good name of the Office of Rent Stabilization. 

“2. That the suspensions without pay, based on actions taken nearly 3 years 
ago, which actions were approved by the then head of the agency, be revoked, 
and that the employees be restored to duty. 

**3. Thet Mr. Madigan be admonished for his failure as Deputy Administrator 
to advise the Housing Expediter of the impropriety of applying plan X to a 
limited number of individual employees. 

“4. That Mr. Barr, the present Acting Director of Rent Stabilization, be advised 
that if he has reasons to doubt the full lovalty and support of any of his subordi- 
nates and has any substantial evidence justifying such a doubt, there is ample 
authority within regular procedure for displacing such employees.” 

I did not feel, however, that the board’s recommendations could operate to 
relieve me of responsibility for reviewing the entire record. I have made that 
review and given the problems involved my most careful consideration. Not- 
withstanding the recommendations of the board, I have concluded that the action 
taken by you was within your authority, did not constitute an abuse of discretion, 
and should be affirmed. 

Because of the importance of the questions presented by this appeal, a brief 
statement of my reasons for affirming the disciplinary action which you have 
taken is appropriate. 

I conceive it to be within my jurisdiction in an appeal of this nature to pass 
upon two questions: first, whether or not the procedural rights of the appellants 
have been respected and, second, whether or not there is evidence to support 
your conclusion that the suspension of the employees was in the interest of and 
10r the promotion of the efficiency of the governmental service. If the action 
which vou took was within the scope of your authority and not so grossly insufficient 
or excessive as to constitute arbitrary action, | am of the opinion that any change 
in your decision would be merely the substitution of my judgment for yours. I 
would not consider that proper in the light of your direct responsibility for the 
conduct of the affairs of the Office of Rent Stabilization. 

This case arises out of a proposal made in June 1950, when the extension of the 
rent control authority was under consideration by the Congress and appropriated 
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operating funds were virtually exhausted, for the mass transfer of several hundred 
agency employees trom permanent positions in the Federal service to temporary 
positions with identical responsibilities. The alleged purpose of the plan was to 
reduce the carryover to the next fiscal year of accrued annual leave and to aid in 
maintaining a working force in being for the conduct of operations under such 
continuing authority for rent control as the Congress might grant. 

I consider the plan to have been ill-conceived for either of the stated purposes 
and believe that it should have been rejected. The plan was considered by the 
responsible head of the agency as too complicated for general use. Its use by 
individual employees was approved by the head of the agency either expressly or 
by implication. 

Whatever justification may have been claimed by the proponents of the original 
plan, in terms of benefit to the agency, would seem to be reduced to the vanishing 
point by the use of the plan in a few individual cases. Such limited use could not 
substantially reduce the accrued leave obligation of the agency and could serve 
to preserve a working force only in terms of the small number participating. The 
= as put into effect should have been recognized by anyone familiar with 

‘ederal employment practices as a gross impropriety. 

The three employees against whom you have taken disciplinary action must 
be presumed, based on their Government experience and the positions they 
occupied in the agency, to be generally familiar with Federal employment prac- 
tices. Their participation in the plan cannot, therefore, be excused upon the 
ground that they did not recognize its impropriety. It is, of course, very signifi- 
cant that the responsible head of the agency approved the action taken, but it 
is also significant that the appellants were among those to whom the head of the 
agency would logically look for advice on the merits of the plan. 

Much of the record of the case deals with such questions as the legality of the 
plan, the extent to which reinstatement of the employees to permanent positions 
was a part of the plan, the informal clearance of the plan by the General Account- 
ing Office, the failure of the GAO to take exception to payments under the plan 
on post-audit, and the personal relationships among the appellants and between 
the appellants and yourself. I am of the opinion that conclusions on all of these 
issues most favorable to the appellants would not serve to invalidate the action 
that you have taken. 

I recognize that the General Accounting Office has taken action to recover any 
additional cost or liability to the Government resulting from use of the plan. 
This action, however, does not constitute a penalty for actions which have 
violated the standards which should prevail in the Federal service and which 
have injured, therefore, the good name of the service. 

I am, therefore, advising the appellants by letter today that after consideration 
of their appeals the disciplinary action taken against them is affirmed. 1 shall 
furnish them copies of this letter. 

Sincerely yours, 
Artuur 8. FLEMMING, 
Acting Director. 


Mr. Puruurrs. I would like to get your general statement with some 
continuity, if I could. 

Mr. Fuemmine. You mean on ODM? 

Mr. Puiuurrs. Yes. e 

Mr. Firemmine. Could I just complete this, since it has come up, at 
this point, by saying that following the upholding of the suspension 
action taken by Mr. Barr, who was Acting Director at that time, he 
then filed charges looking toward their dismissal. There was an ap- 
peal taken from that particular action and I found that, in my judg- 
ment, two penalties should not be imposed for the same offense. 

Mr. Tuomas. What was the first penalty? 

Mr. Fiemmina. The first penalty was the suspension for a period of 
30 days without pay. 

Mr. THomas. Did you figure a little tap with the left hand on the 
wrist was enough for their getting on and off every 3 months to make a 
few easy extra dollars; did you figure just to suspend them and tap 
them on the wrist was enough; that te take them off of the payroll was 
a little too much for you? 
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Mr. Fiemmina. My feeling is that when aa administrative officer 
elects the penalty he is going to impose in a particular case, and 
having imposed that particular penalty, he cannot and should not 
then turn around and attempt to impose a second penalty. 

Mr. THomas. Were not there several offenses? 

Mr. Fiemmine. They were all lumped together. 

Mr. Tuomas. What else could the Administrator do? 

Mr. Ftemmina. Why, he could in the first instance have filed 
charges looking toward their dismissal. 

Mr. Tuomas. He did not have able lawyers like yours. He fired 
them and then he came back and said he did not have the right; that 
vou should have suspended them and gone through a hearing and 
appointed a board. You did not have to appoint a board 

Mr. Fiemmine. That was purely an administrative action on my 
part. 

Mr. Tuomas. You had no legal duty to do it at all. How much 
did that cost—appointing a board on your discretion? 

Mr. Fiemmina. | do not know. 

Mr. Tuomas. You do know you appointed them, but you did not 
have any idea what it was going to cost? 

Mr. Fiemme. | will be glad to see if we can provide you with 
that information. 

(The matter referred to is as follows:) 


Edward Kemp, $617 
Kenneth Vipond, consultant _ - ‘ 397 


Mr. Tuomas. Did not you think shia that in aes Gani place? You 
did not have a legal duty to appoint a board. 

Mr. Fiemmina. I did not have a legal duty to appoint a board, 
but I thought it was a fair thing to do. There was a real controversy 
and I thought it was fair to give the persons concerned an opportunity 
to present their side of the story very fully and completely. 

Mr. Tuomas. The Civil Service Commission is set up with an 
appeals board to do exactly that. 

Mr. Fiemmina. Conceivably I could have sat and listened and 
taken the testimony myself, but I did not feel I had the time. 

Mr. Tuomas. You could have gone through regular channels and 
let the Civil Service Commission handle it like they are supposed to do. 
It is their job. 

Mr. Fiemmina. It would not have gone to the Civil Service Com- 
mission until I took action. 

Mr. PuIures. Since we are so deeply involved in this, how did your 
board get into it? Was it because Mr. Flemming was the technical 
head of the agency, was he not, when these men were suspended? 

Mr. Fitemmina. What the President did was to appoint the Director 
of ODM as Director of the Economie Stabilization Administration, 
and the rent group was under the Economic Stabilization Adminis- 
tration. So what they did, they appealed from the action taken by 
the head of the rent group to the Director of Economic Stabilization. 
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Mr. Puruurps. Before the matter could be appealed to the Civil 
Service Commission, it would have to have an opinion from the head 
of the Agency? 

Mr. FLemmine. That is correct. 

Mr. Puiturps. Then it would go to the Civil Service Commission? 

Mr. Fiemminc. That is right. 

Mr. Tuomas. He was only put over there for reorganization; he 
had no more authority in the internal affairs of that Agency than that 
wall. That was substantially the situation. 

Mr. Puiuurps. I think there is a legal point involved. Did you 
consult an attorney on that? 

Mr. Fiemminc. As to whether or not they had a right to appeal 
to me? 

Mr. Puiturps. And whether you had a right to assume the right of 
appeal or decision. 

r. Fiemmina. I do not recall. Mr. Kendall can tell me whether 
I actually talked with him about that. I assume I did, because we 
talked back and forth about it a great deal. I felt as head of the 
Agency within which this Agency was operating, that it was a res- 
ponsibility I had to assume. Of course if there had been any basis 
for my saying “Well, your appeal lies directly to the Civil Service 
Commission and not to me,’”’ that would have made my life a lot 
easier as far as this case is concerned. But, rightly or wrongly, I 
did not feel I could do that. I knew it was a very controversial 
matter and I did not feel I had the time to take the testimony myself. 

Mr. Tuomas. What was so controversial about it? 

Mr. Fiemminea. I mean controversial in the sense that the em- 
ployees themselves felt they had a case to present. As I have said 
to you and the members of the committee, I feel that the practice 
that was indulged in was a reprehensible practice; it did not represent 
living up to sound ethical standards as far as those emoloyees were 
concerned. 

Mr. Tuomas. But you upheld them. 

Mr. FLemmine. That is why I turned down their first appeal; that 
is why I turned down the recommendation of the board, because of 
my own persoaal conviction on that score. But I believe that a 

erson shold aot be subjected to two penalties for the same offense. 
hat was my reason for making that decision. 

Mr. Puiturrs. The net result of the decision was to let them keep 
their employment. 

Mr. Fiemmrina. As a practical matter, of course—— 

Mr. Puruurps. One of them retired, I believe? 

Mr. Fiemmrina. As a practical matter, I do not think any of them 
ever came back on the rolls. Am I correct there? 

Mr. Kenpatu. That is correct. 

Mr. Fiemminea. One of them wanted to retire; others were reached 
by reduction in force, or something of that kind. So, as a practical 
matter, they never came back on the rolls. 

Mr. Kenpatu. There were two appeals. One had left the Govern- 
ment, and one was retiring. 

Mr. Puruuips. Was any of this money ever recovered? 

Mr. Fiemmina. That I do not know. 
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Mr. Putuuips. My understanding was that the General Accounting 
Office was going to try to recover some of the money. I never followed 
it to see whether they did. 

Mr. Fiemmrine. I do not know whether they ever did, or not. It 
was my understanding that they were going to start some proceeding. 

Mr. Kenpauy. My understanding is this, that in adjusting the 
leave service of each employee, they are making a determination of 
whether, if they had stayed on the rolls then, they would have more or 
less leave at the time they finally left; and whichever computation is 
less, that is the computation that the GAO is using. 

Mr. Puituirs. Now suppose you complete your general statement, 
if you will. 

r. FLemMMinG. Turning now to the specific request we are making 
for funds, I will turn first to the Office of the Director. 1 am following 
the order as it appears in our submission. This would be beginning on 
page 8 of the justifications. 


OFFICE OF THE DIRECTOR 


The positions provided for in the Director’s Office are set forth on 
the large organization chart you have before you and it will be noted 
that the proposed budget calls for 10 positions, as contrasted with 16 
authorized positions for the fiscal year 1954. 

Those positions, of course, involve the Director, the Deputy Diree- 
tor, and also the Executive Officer. 

Mr. Tuomas. To the tune of $92,000, plus, for 10 people. You have 
really set your agency up as the plushiest agency in the Government. 
If you know of one that is one-half as plush as this one is, I would like 
to know what it is. 

Mr. Puiuurrs. That is composed of the Director, the Deputy 
Director, and the Special Assistant. 

Mr. Fiemmuina. That is correct. 

Mr. Puiturrs. That makes 10 people with a total salary roll of 
$92,000 plus. Of course the Director is the highest paid officer and 
brings the average up pretty high. 

Mr. Youna. There are two statutory positions. 

Mr. Fiemminc. The Director’s salary is fixed by statute and also 
the Deputy Director’s. 

May I make this comment relative to the general observation that 
has been made? 

Mr. Tuomas. I won’t limit mine to that. I will take your own 
chart and show you that you are the most plush agency in the Gov- 
ernment. 

Mr. Puiturps. We had a pretty plush one up here the other day. 

Mr. THomas. But that cannot hold a candlelight to this one. You 
have more grade 15’s, 16’s, and 17’s in your total employment than 
any agency of the Government we deal with, with a liberal sprinkling 
of grade 13’s, 14’s, and 15’s in addition. 

ou have Price and Rent Control set up with a grade 14, and I 
bet you do not have a hatful of cases. You only have 1 or 2 little 
areas left. 

Then you have a rationing setup here with grade 15’s and 14’s, and 
you have a wage and salary setup with 15’s. And superimposed on 
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top of that, you have grades 18 and 17. And you have a fiscal and 
credit setup here with a grade 15. 

Mr. Puttures. The salary of a grade 15 is $10,800, and of a grade 
17 is $13,000. 

Mr. Tuomas. The point is that the wage and salary setup, for all 
practical purposes, is out the window; rent control is out the window; 
rationing is out the window. To allocate a few materials to a few 
industries, maybe, you have 16 people here to the tune of $136,000. 
And that does not include their rent, their travel, and the other objects. 
You can add 18 percent on top of that. 

Mr. Putturps. We can come back to that specifically, but let us 
trv to get Mr. Flemming’s statement on the record in some con- 
tinuity. 

Mr. Fremuinc. May I make just a general comment on that issue, 
because I recognize it is a very important issue and one that I cer- 
tainly want to address myself to. 

First of all, may I say this budget as submitted calls for an average 
salary of $7,156 for 294 positions. 

Mr. Puruures. Does that include the statutory positions? 

Mr. Youna. No. 

Mr. Fiemmina. It does not include the two statutory positions of 
the Director and Deputy Director. 

By way of comparison, the Bureau of the Budget with 433 posi- 
tions has an average salary of $7,241 which is higher than ODM’s in 
spite of the fact they have well over 100 additional positions. 

Mr. Tuomas. Of course you are not going to compare yourself with 
the Bureau of the Budget, are you? They handle your business here 
along with dozens upon dozens of other agencies. You are just one 
of dozens, but they make your budget, too; do they not? 

Mr. Fitemmina. That is correct. I am not comparing ourselves 
with the Bureau of the Budget in terms of the overall appropriation, 
or duties and responsibilities. But I do want to make at this point, 
as I have indicated in the beginning, ODM is a staff agency for the 
President. And as I have also indicated, we are trying to stay out 
of operations; we are trying to be just a staff agency. That means, 
if we are going to be an effective staff agency in the important areas 
that have been assigned to us, of necessity we are going to have a 
comparatively small number of people at rather high salary levels. 

Mr. Tuomas. Explain what 16 people are going to do with rent 
control, price control, and wage control, and that will end the argument 
so far as I am concerned. 

Mr. Putuurps. Let me point out to Mr. Flemming that he is not 
doing too well on this. Your average salary is $7,156, and the Bureau 
of the Budget is $7,241, and the agency before you that has held the 
record as being the plushiest agency of the Government is the Small 
Business Administration, and that has an average of $6,817. 

Mr. Fiemmina. I do not have Small Business here. I have others 
here that are below us. For example, FCDA is $6,700 with 725 
positions. 

I am wondering if I may make just this one point, that any agency 
that stays out of operations, does not load up with a great many 
people in the lower and middle brackets, and does rely on top-flight 
people in the upper brackets, is an agency that is bound to have a 
high average salary. 
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Mr. Putuurps. What do you call lower. You start with about a five. 

Mr. Fiemminc. From 5 on up—5, 7, 9, along in there. We have 
some operations, such as [RAC where we do have quite a number of 
clerical people, and then there are 1 or 2 other places where we have a 
fair number of clerical people. But when we get over into materials, 
for example, the emphasis is on people with professional competence 
in various materials areas. They do not have under them any large 
operating units. Consequently you bring in top-flight people to head 
up one of your materials areas and do not give him many supporting 
personnel, and naturally that drives the average salary up. 

Mr. Tuomas. Your people do not do any buying of those critical 
materials 

M1. Putiuurpes. Let us find out what they do. Let him finish his 
his statement. 

NATIONAL SECURITY COUNCIL STAFF 


Mr. Fiemminc. Turning to the next organizational unit in the 
presentation, that is the National Security Council staff. I have 
already discussed with the committee my responsibility as a member 
of NSC. I may say I rely very heavily on the members of this staff 
in connection with their work with the Planning Board of the National 
Security Council. 

Mr. Puitures. Then you do the staff work for the NSC? 

Mr. Fiemminc. The NSC operates in this way. Each statutory 
member of the NSC is directed to assign a person to serve as a member 
of the Planning Board of the NSC. 

Mr. Puitires. You mean every member of the NSC has in effect 
a staff somewhat similar to this? 

Mr. Fremminea. That is right. 

Mr. Puitures. Whether he may come out of the Department of 
Defense 

Mr. Fiemminca. That is right, Defense, State, and so forth. 

Mr. Parties. That means you have GS-18’s and GS-17’s. The 
GS-15 is an economist; and this staff is presumably duplicated by the 
other members of NSC. Does not that seem a little top heavy to 
you, to have all of those on your staff? I thought you were showing 
me here the staff for the whole NSC. 

Mr. Fiemmina. No. Does the NSC come before this committee? 

Mr. Puriirps. Yes, it does. 

Mr. Fiemmina. You will get, then, a full presentation of the way 
in which they operate, and I do not want to duplicate that. But this 
Planning Board which comes under the chairmanship of General 
Cutler, who is the President’s Staff Assistant in the NSC area, meets 
3 or 4 times a week and each agency has been directed to designate a 
person to serve as a member of that Board. For example, my in- 
cumbent is a GS-18, designated by the President, and he serves as 
a member of that Planning Board. He is responsible for making 
whatever contribution he can make to the work of the Planning 
Board. He is responsible, of course, for bringing me up to date on 
the activities of the Planning Board and is responsible for developing 
a program that will insure ODM’s following through on the assign- 
ments given it as a result of NSC’s decisions. 

Mr. Tieouas. In other words, they are supervising you to make 


sure you do what the NSC tells you to do. 
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Mr. Fiemmina. I would not say that. They bring me up to date 
on the issues that are handled within the Planning Board. 

Mr. Tuomas. It must keep them busy at least 30 minutes a day. 

Mr. Fiemminc. The Planning Board, as I have already indicated, 
meets on an average 3 or 4 times a week, for 3 or 4 hours at a time. 

Mr. Tuomas. But those Grade 17’s, 16’s, and 15’s are in your office. 

Mr. Pariuips. What we are trying to find out is what these 6 people 
do all day 5 days a week. 

Mr. Fiemmina. They work on the papers that are considered by the 
Planning Board of the NSC, and I think when General Cutler, or 
whoever appears for the NSC, gives you a description of the type of 
problem that comes before the Planning Board and the type of staff- 
work required, you will not feel that is extravagant. 

Mr. THomas. Just what do they do over in your shop? You said 
a while ago they were over there to see that you carried out the in- 
structions of the NSC. Who are these grade 18’s, 17’s and 15’s? 
Are they military people, or civilians? 

Mr. Puituips. One of them is listed as an economist; | is a GS-18, 
1 is a GS-17. What are their backgrounds? 

Mr. Fiemmina. First of all, the GS-18 is Dr. William Y. Elliott, 
whom you undoubtedly remember. He was with the War Produc- 
tion Board, as you know, during World War IT. 

a Puitiips. Has he completely severed his relations with Har- 
vard? 

Mr. Fiemmina. No, not completely. But he does not give full 
time; he is in about 3 days a week. 

Mr. Puituies. Is he drawing $14,800 for 3 days a week? 

Mr. Fuemmina. No. That is reduced to a per diem basis when 
actually employed. 

Mr. Puriurps. Who is the GS-17? 

Mr. Fitemmina. The GS-17 is Mr. Robert Finley who likewise has 
had considerable experience with the War Production Board and the 
Defense Production Administration. 

Mr. Purmurrs. Who is the GS-15? We have so many economists 
now around this Government that, as one member of this committee, 
I think we ought to have a coordinator of the economists. 

Mr. FLemMinG. Since this budget was prepared, that particular 
job has been abolished as far as that unit is concerned, and I have 
used it for my program staff. 

Mr. Tuomas. When was this budget prepared? I figure it was 
prepared about 8 or 9 months ago. 

Mr. Fiemmine. We had to submit it on September 15. 

Mr. Tuomas. Of last year. 

Mr. Fiemmina. September 15 of last year; that is right. 

Mr. Tuomas. And you had it prepared how long before you sub- 
mitted it? 

Mr. FLemminea. We did not beat the deadline by very many days. 
Most of the work was done during that period of time. 

Mr. Tuomas. Then your budget was prepared and approved long 
before Mr. Wilson made the cutback in national defense. 

Mr. Puitures. Let us see if we can let you go on with your state- 
ment. 
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OFFICE OF THE GENERAL COUNSEL 


Mr. FLiemmine. Coming down to the next organizational unit, 
that is the General Counsel’s Office. The proposed budget calls for 
5 professional positions instead of the 6 provided for in the 1954 
budget. After we have analyzed the duties and _ responsibilities 
discharged by the major divisions of ODM, I think the need for these 
legal services will become clear. 

Mr. Puitures. They are not clear now—five attorneys for an agency 
like this? 

Mr. Fuiemine. That is right. May I call your attention to the 
submission? 

Mr. Puitures. What does the confidential secretary do? Is that 
Mr. Kendall’s secretary; is that a category C secretary, a GS-9? 

Mr. Kenpauu. That is my secretary and administrative assistant. 

Mr. Puuuurres. Is she or he category C? 

Mr. Kenpauu. No; a civil-service employee. 

Mr. Ftemminc. The only schedule C positions we have are the 
seven Assistant Directors. On page 10 you will find a broad or gen- 
eral statement of the assignment of each one of those men in the 
Office of the General Counsel. 

One Deputy Genera! Counsel will have responsibility for the legal 
aspects of the full mobilization readiness functions of ODM under the 
National Security Act. The other Deputy General Counsel will place 
his major emphasis on work in the field of priorities and allocations, 
production programs and requirements and stockpiling of critical and 
strategic materials. 

An Assistant General Counsel will have as his major responsibility 
the area of expansion of defense industry. This includes tax amortiza- 
tions, loans, advances, and procurement programs. He will also 
assist in developing policies and programs required to maintain the 
defense mobilization base. 

The fifth professional member of the staff will work on basic legal 
research and analysis of current legislation related to the responsibili- 
ties of the Office of Defense Mobilization. 

I would be very happy to present for the record the job sheet on 
each one of the positions. 

Mr. Puitups. Mr. Flemming, I am not a lawyer. I will have to 
refer this to my lawyer friends on my right and left. I can understand 
what No. 1 does, and I can understand what No. 5 does, I think, in 
a general way; but as 1 member of this committee I cannot under- 
stand the other 3. 

What do you have to do with having a man spending his whole 
time at about $12,000 a year, working on the legal aspects of tax 
amortization, loans, advances, and procurement programs, and things 
like that? If you have to have a lawyer doing that all the time, 
when you have said repeatedly you are not an executive agency, but 
only a policymaking agency, then we are going to have to eliminate 
some lawyers from some of these other agencies that come before us, 
or else we will have to take this out. 

Mr. Fiemmine. I will ask Mr. Kendall to detail more than we have 
there the kind of problems that would come before that particular 
lawyer. 
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Mr. Puivuips. Mr. Kendall, can you convince me or my legal col- 
leagues on this side of the table why you need all of that legal advice 
in your office? 

r. Kenpauu. I do not know whether I can convince you, but I 
am sure we need it. The work, of course, of the man assigned to 
stockpiling is to help with the interpretation of the statute and to 
assist in the solution of problems which involve, in almost every case, 
the meaning of the statute. 

Mr. Puitiips. Then what does No. 5 do? No. 5 is doing the same 
thing that you use No. 2 for. 

r. Kenpauu. No. 5 would have to help me with research and 
help all of the others, too. No. 5 is a general research man who digs 
up the law. 

Mr. Jonas. On that stockpiling item, you say one of the principal 
duties of this Assistant General Counsel is to advise you about the 
law with respect to stockpiling. 

Mr. Yes, sir. 

Mr. Jonas. That is not a continuing process, is it? You do not 
have anything to do with the acquisition of those strategic materials; 
that is done by GSA. 

Mr. Kenpauu. They actually do the purchasing; we do not draw 
the contracts. 

Mr. Jonas. Why do you have this continuing need for somebody, 
365 days a year, to interpret the statute? Once you find out that 
the specifications are in accordance with law and other things, is not 
that the end of it so far as the legal staff is concerned? 

Mr. Kenpauu. No, sir. Questions keep coming to us as to what 
the specifications mean; what we are actually seeking in the way of 
materials and what manner of disposition of materials can be made 
under the statute. We are currently faced with a disposition prob- 
lem on one material that we are not going to stockpile any longer, and 
the problem arises as to whether that matter is to be passed upon 
specifically by Congress, or the provision of the statute allowing an 
interval of 6 months in this case applies. 

Mr. Puruurres. You give us the impression you have five deputies 
sitting around just waiting for something to come up in a special 
division over which they have jurisdiction. 

Mr. Kenpauu. That is unfortunately an impression that I did not 
intend to create, because it works very much like a law office, and 
any of the Assistant Directors are likely to call on me as to a legal 
problem. But it is a fact in a law office that various members of the 
firm have certain areas of proficiency and usually are assigned to 
work in that area because they are familiar with it. But I remain 
responsible for what the others do come up with. 

Mr. Puiuurps. Mr. Jonas, do you pay $8,360 to a member of your 
professional staff to run around and get citations and cases that the 
other members of the partnership are working on? 

Mr. Jonas. No, sir. 

Mr. Puruures. Do you understand this legal setup thoroughly? 

Mr. Jonas. I do not. It will take me some little time. 

Mr. Putturps. Will you go on with your statement, then, Mr. 
Flemming? 

Mr. Fiemminea. Mr. Chairman, if I might, I would like to suggest 
that that we have an opportunity either of submitting for the record, 
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or as you see fit, to analyze some of the specific problems that the law 
office has been handling over a period, let us say, of the last 2 or 3 
months? 

Mr. Puruures. If you can satisfy Mr. Jonas and Mr. Thomas, I 
will agree you can satisfy me; but up to the present time you have not 
satisfied me on that number of attorneys. 

Mr. Jonas. You picked out the wrong case to illustrate it. The 
one he has less need for in the current work is this priorities and alloca- 
tions. I thought we were out of that field. 

Mr. Kenpauu. That is the same man. 

Mr. Puriuuirs. He gets $13,000 a vear. 

Mr. Kenpa.u. He is responsible for working on the legal aspects 
of the stockpiling of critical and strategic materials. 

Mr. Puiuuips. No. 5 gets $8,600; No. 1 gets $13,000; No. 2 gets 
$12,000 and No. 3 gets $10,800. And No. 4, who runs around and 
gets books off of the library shelf and looks up citations for the other 
3 gets $8,360. 

Mr. Tuomas. How long have you been over there, Mr. Kendall? 

Mr. Kenpauu. With ODM? 

Mr. Tuomas. Yes. 

Mr. Kenpa.u. Since October of 1952. 

Mr. Tuomas. When did you become Chief Counsel? 

Mr. Kenpauu. In October 1952. 

Mr. Tuomas. What were you doing prior to October 1952? 

Mr. Kenpauu. I was Chief Counsel of the Defense Production 
Administration. 

Mr. THomas. What grade did you have over there? 

Mr. Kenpauu. The same grade. 

Mr. Tuomas. Grade 18? 

Mr. Kenpauu. Yes. 

Mr. Puriuuips. Proceed, Mr. Flemming. 


PROGRAM AND REPORTS STAFF 


Mr. Fiemmrina. Turning to the program and reports staff. We 
have a —_ staff because, of course, we do have some reporting 
responsibilities. But on the program side of it, the person who 
heads that up is the staff man for me, working with me to make sure 
that the various work programs of individual units are related to the 
overall program in an intelligent manner. And I am going to rely 
increasingly on him to review the work of the other departments and 
agencies working in the mobilization area, to make sure that their 
program also fits into the Government’s overall program. 

Mr. Putturps. Will you tell me what your illustrator, GS-13, and 
one GS-12 are for? Do they draw pictures? 

Mr. FLemmina. They do. And since this budget has been prepared, 
that is one area where I definitely felt we could get along with fewer 
personnel and one has been dropped. 

Mr. Youna. There were 3 and you started to get after us about 
this, and it is now 2. They draw the charts, graphs and tables for 
such things as stockpiling reports which we are required to submit 
semiannually. 

Mr. Puiturps. I know what charts are and I think the other 
members do. That is a laudable thing, to make us understand what 
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you are doing. But I ask what Mr. Jonas asked about law. You 
appear to be setting up a whole staff on the basis as if this were a 5-day 
week, 12-months-a-year job. Don’t you think so? 

Mr. Fiemmina. | will be perfectly frank with you. I do not see 
the need for our having any illustrators. 

Mr. Purtutps. There are some vou ought to have. 

Mr. Fitemminc. Maybe we can borrow them from someplace else. 

Mr. Tuomas. You have 30 people here at a cost of $264,600. I 
think you ought to insert at this point in the record their duties. If 
you ever read any job descriptions of the Civil Service Commission 
that mean less than these setting forth the duties, I would like to 
know what they are. 

Mr. Puitures. Which items are those? 

Mr. Tuomas. $264,600 and 30 employees in the agency. 

Mr. Puiuiirs. You mean in the entire agency? 

Mr. Tuomas. No; in this programing area—production require- 
ments and programing. You have 30 at a cost of $264,600. 

Mr. Fiemmrnc. I was not talking about that unit. Mr. Thomas 
is referring to the Assistant Director for production requirements 
aad programs. 

Mr. Puruurres. We have not come to that vet. 

Mr. Fiemmina. No. 

Mr. Putturps. We will get over there step by step. 

Mr. Fiemnina. Then there is one other unit in the administrative 
setup; that is the information officer. The members of the com- 
mittee will note that we have just one information officer. His 
activities are strictly informational and not promotional. 


ADMINISTRATIVE MANAGEMENT UNIT 


Coming into the field of administrative management, the total 
position requirements in 1955 will be 39 positions. 

Mr. Puriuips. Who does that program come under—the executive 
officer? 

Mr. Ftemminea. That is correct—at a cost of $202,000, compared 
with 63 positions in fiscal 1954 at a cost of $313,000. At the beginning 
of fiscal 1954, the cost of this service was 11 percent of ODM’s appro- 
priation. In fiscal 1955, this service will account for 7 percent of the 
requested appropriation. 1 think that compares very favorably with 
other departments and agencies of the Government. 

Mr. Puitirpes. You have three librarians. How many employees 
do you have in your entire agency? 

Mr. FLemmina. We are requesting 294. 


OVERSTAFFING IN PERSONNEL UNIT 


Mr. Putuurps. You have five in the personnel staff, which is twice 
the average allowed in the Government. I say ‘allowed’; | mean 
what is more or less the standard. I could.use the word “allowed” 
advisedly, talking of the Appropriations Committee. 

Mr. Fiemmine. Mr. Chairman, may I just indicate there, as I 
pointed out at the beginning, that we have been going through a 

rocess of consolidating agencies under ODM, reducing the force, and 
have found it necessary to have a complete reclassification of the 
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entire agency, which is now under way, but not vet completed. The 
people were working against outdated and outmoded job sheets. In 
order to make sure of the fact, Mr. Thomas, going back to vour point, 
that we are not out of line with the other departments and agencies, 
I voluntarily said on everything that is grade 14 and above we would 
not classify it until it had been preaudited by the Civil Service 
Commission. 

Mr. Putiuuips. It would be terrible, would it not, if some of those 
people were doing work that was not exactly like the sort of work they 
were supposed to do? 

Mr. Tuomas. The limitation is 125; 1 personnel man for each 125. 
And most of the agencies have 1 for 135, or 140, and here you are with 
less than 1 for 55 people. 

Mr. Putiiurps. What is more difficult for us to understand is when 
you say these people are not doing work that you yourself call perma- 
nent, that you just call in for a rewriting job and then want to get 
rid of them. Don’t you think before we mark up your bill that you 
had better take this organizational chart that I have in front of me and 
have somebody—yourself, perhaps—go through it with a blue pencil 
and strike off all of those positions that you yourself have already 
struck off, and then turn the pencil around and use the red end on 
those you think you could best get along without? 

Mr. Fiemmina. I would be very happy to do that. I am perfectly 
willing to do that. 

LIBRARY SERVICES 


Mr. Puiturps. You did not tell me about your library. You have 
four librarians. How many books do you have, and what kind of 
books are they? And why do you have a big library? 

Mr. FLemmine. We have inherited that. That is the old NSRB 
library. 

Mr. Putuurs. What kind of books? 

Mr. Young. Books on various matarials and war mobilization. It 
the old War Production Board library. 

Mr. Puruures. Are they in any sense restricted books? 

Mr. Youne. Most of them are not. There are some collections 
that are classified. 

Mr. Putuiirs. Who refers to it; anybody outside of your people? 

Mr. Youna. Yes; I think last month we had about 700 and some 
referrals from outside. 

Mr. Patties. Where did they come from? 

Mr. Youna. They came from all over town. 

Mr. Putuurrs. Where is the library located? 

Mr. Youna. The library is located in the Old State Department 
Building at 17th and Pennsylvania Avenue. 

Mr. Puritres. Would it not be better just to turn all of the books 
over to the Library of Congress? Would anybody be inconvenienced? 

Mr. Ftemmina. We would not. 

Mr. Youne. I think some of the commodity people would be 
inconvenienced, such as our materials people who refer to various 
books on the metals markets, and so forth. 

Mr. Puiuures. They decide they want a book and they have to 
have the book in 15 minutes? What I mean to say is, look how the 
Congress operates. We want books. We call up the Library and 
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over come the books. A book comes over in a hurry, if it is needed; 
but it comes over anyway that afternoon. 

Mr. Youna. I do not think there is any question you could not 
turn over the whole collection. It is a specialized collection, pertaining 
to war mobilization and the War Production Board. 

Mr. Puuiturps. I had no critical reference when I went over this 
budget, except for the number of librarians. 

Mr. Young. It is rather large. I do not know exactly how many 
volumes there are. 

SECURITY OFFICERS 


Mr. Purituirs. Who furnishes the security officers, and why have 
you set them up separately? You did not add them in the 39, for 
example. 

Mr. Fiemmine. Yes; they are in the 39. 

Mr. Puitiirs. They are there, but you did not add them in. Why 
did you do that? They are separate from the rest. 

Mr. Ftemmrina. No. 

Mr. Paiuures. Don’t you hire them? 

Mr. Fiemmine. They are included in the 39. 

Mr. Jonas. Then you put the 39 at the bottom of the column. 

Mr. Fiemmrina. That is the total for that particular section. 

Mr. Puiuures. But it is a little different arithmetical system than 
we are accustomed to. Why don’t you put the total number at the 
botton, instead of three-quarters of the way down? 

Mr. FLiemmine. It is right there. 

(Discussion off the record.) 

Mr. Fiemmrina. Mr. Chairman, I certainly think that the question 
that you have raised on the library is a very reasonable question. 

Mr. Puiturrs. It is a minor matter, so do not take up your time 
now with it. 

Mr. Fiemmrina. It is something like the specialized library in the 
Civil Service Commission on personnel matters. 

Mr. Puruurps. Let us go on over to items where you are spending 
a quarter of a million dollars, or so. 

r. FLemmina. I do feel that the fact that these administrative 
services represent 7 percent of the total cost, puts us in a good position 
in relation to general management practices. 

The fact of the matter is, I think, we are below most agencies. 

Mr. Puiturrs. You mean when we allow most agencies less than 
that for administrative services, it puts you in a good position to 
spend more? 

Mr. Youna. On this, we are trying to come down to the minimum 
standard. 

Mr. Puttuirs. Seven percent is fairly high. 

Mr. Youna. It is high, and we would like to do better on this, but 
it was 11 percent when we took it over, and it certainly was too high. 

Mr. Puiuurps. We will give you a lot of credit for cutting this down, 
and we will be pleased to give you more credit if you cut it down more. 


ASSISTANT DIRECTOR FOR FINANCIAL POLICIES 


We will next take up the item, ‘Assistant Director for Financial 
Policies,’ who, according to us, has so little to do. 
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Mr. Fitemmina. Let me go into that, because he is a very important 
person, I feel, in the organization. 

The head of this unit is, in effect, as I said before, the comptroller 
for ODM. 

The policies that are worked out by ODM, the programs that are 
worked out and assigned to other agencies, and the manner in which 
ODM follows through on these assignments, have a very direct bear- 
ing on the manner in which stockpile funds are expended, and also on 
the manner in which the $2 billion revolving fund provided for in the 
Defense Production Act is administered. 

That is why I felt the need for the establishment of positions carry- 
ing the duties and responsibilities that have been assigned to the 
Assistant Director for Financial Policy. 

It will be noted on page 14 of our submission that among the most 
important duties of this position will be the reviewing of all stockpile 
and expansion programs involving the use of stockpile and borrowing 
authority funds recommended by the Assistant Directors for Produc- 
tion and Materials, to determine their financial soundness ond net 
liability to the Government. 

This review will involve a close coordination of the use of stockpile 
funds under the Stockpile Act and borrowing authority funds under 
the Defense Production Act. 

Mr. Puruurps. Is he not dueplicating the Assistant Director for 
Materials? 

Mr. Fuemmine. No. 

Mr. Puiturps. You have 26 people who are doing nothing but ad- 
vising as to how the money is going to come out for 50 people who are 
buying material? 

Mr. Tuomas. I do not believe that is what he means. 

Mr. Puitures. We have a Secretary of the Treasury who tells you 
how much money you have to draw on, and where you can get it from. 

Mr. Fuemmine. Mr. Chairman, what I have been talking about 
here does not involve many of the 26 people in this unit. It does 
involve Mr. Young, however, who is the Assistant Director for 
Financial Policy. When these policies are put up for programing 
stockpile funds and also for using this borrowing authority fund, he 
checks them from the standpoint of their financial soundness. In 
view of the billions of dollars that are involved in this particular 
operation, I feel that the Government needs that kind of a checkup. 

Mr. Puitures. We will go along with you or Mr. Young and a 
few assistants. 

Mr. Youna. There are only about five people involved in this 
activity. 

TAX-AMORTIZATION CERTIFICATES UNIT 


Mr. Fiemminea. The activity in which most of the 26 are involved 
is the activity of processing tax-amortization certificates against the 
defense expansion goals that have been set up by ODM. 

Mr. Puruutrs. Is that for tax purposes? 

Mr. FLtemmainea. That is right. 

In 1954 we will process 9,100 tax-amortization applications and, 
you will notice, that during this year we have 61 positions in this 
particular unit, and during 1955 it is estimated that there will be 
4,000 cases that will be processed under this unit. 
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Mr. Puiuiips. What was the 9,100? 

Mr. Fiemmina. The 9,100 was fiscal 1954. 

Mr. Puitires. What is the situation for 1955? 

Mr. FLemmine. We have 26 positions involved there. 

Mr. Puitups. During 1955 you will have 4,000 cases for how 
many people? 

Mr. FLemmina. 26 positions. That is the whole unit. 

Mr. Puiuures. Do you mean that each person in a year will handle 
150 of these cases, on an average? 

Of course, he has to have clerks, and so forth. I note, however, 
that that is the same average as the present year. 

Mr. FLemmina. Well, roughly, it is about the same, but I think 
you will appreciate, that, if your workload goes down rather sharply 
increasing your cases per man-year is a little diffeult. 

Mr. Puruures. Our point is that we think you ought to do that 
much or more with less people. Why can you not do that? 

Mr. Fiemmina. I believe that, considering that the workload was 
9,100 this year, and we had 61 people on it, that when we drive the 
number down to 26 we are moving in the right direction. 

Mr. Puiturres. You did not do much driving. 

Mr. Fiemuinc. We drove the number down to 26, with an antici- 
pated workload of 4,000. 

Mr. Putuurrs. I would like to divide 61 into 9,100 and 26 into 4,000 
and see what the results are. 

Mr. Tuomas. You mean to say you anticipate 4,000 brand-new 
applications for tax amortization in fiscal 1955? 

Mr. Fiemmina. That is correct, on the basis of the expansion goals 
that are now open, and on the basis of the experience which we are 
having with those goals. 

Mr. THomas. What goals are open now? 

Mr. Fiemmine. We have about 90 that are open at the present 
time. 

Mr. Tuomas. What, for instance? 

Mr. FLemmuina. Just a minute, and I will give you the list. 

Mr. Tuomas. What detail work is involved in one of these appli- 
cations? 

Mr. Fiemminea. Congressman Thomas, they are filed with this 
particular office and then they go over to the—what we refer to as the 
delegated agency—that is the agency that is in a position where it has 
information relative to the area in question; the delegate agency 
makes a recommendation on it, and it comes back and is processed 
against the standards that have been set up to determine how large a 
percentage of the capital investment ought to be allowed for rapid 
tax amortization. 

Mr. Tuomas. Then does it go to RFC? 

Mr. FLemmrina. No, sir; on the tax-amortization cases our decision 
is final. You are thinking of the loans. The loans do go to RFC. 

Mr. THomas. Thank you. 

Mr. Puiturps. I have finished my calculation, and I do not believe 
you strained yourself much because there was an average of 119 for 
the current year, and 153 for last year. 

Mr. Tuomas. Mr. Chairman, as a matter of fact, three-fourths ci 
the work is done outside of the shop here. It goes to the agency the’ 
is concerned. 
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Mr. Puiturps. You mean it goes to the agency concerned before it 
reaches them? 

Mr. Tuomas. It goes to the Army or the Navy or the Marine 
Corps or the Air Force, or Commerce, and they take a bite out of it. 

Mr. Fiemmina. I can assure you that we are not making provision 
for this staff to do anything more with them than has been done in the 
past. We do have the final responsibility for determining whether or 
not the tax-amortization certificte should be issued, and I regard that 
as an important responsibility. 

Mr. Puitures. We understand that, and we accept it, but it is a 
question of how much of the work is done at some other place before it 
gets to you. 

Do you have to go through all of it again when it gets to you? 

Mr. Fiemmrinec. No, sir; the one thing that an agency such as 
Commerce, or Interior, does, is to look at the application in relation 
to the goal and determine whether or not this is the kind of a facility 
that fits into the goal, and they make a recommendation back to us 
on that point. That is all. 

All that is, Mr. Chairman, is an effort to take full advantage of 
the technical competence that exists im the other departments and 
agencies, rather than attempting to duplicate it in an ageney such 
as ODM. 

Mr. Tuomas. Who actually sets the percentage now? Is it your 
agency, the Defense Department, Interior or Commerce? 

Mr. Fiemaine. The Office of Defense Mobilization. 

Mr. Tuomas. Do you require a recommendation from the com- 
ponent agency that has the interest in it? 

Mr. Fiemmine. They do not make a recommendation on the per- 
centage, as I recall it; is that correct? 

Mr. Youna. I believe they do, sir. 

Mr. Fiemmine. They do make a recommendation then on the 
percentage, but the decision is ODM’s decision. 

Mr. Tuomas. What does your shop actually do, then? Do you 
put it in the final form? That is purely a clerical job; is it not? 

Mr. Fiemmuine. We accept the responsibility for the decision as to 
whether or not the certificate should be issued and what percentage 
of capital investment should be included in a particular case. 

Mr. Putuuirs. I believe you stated that you do not rework the 
whole case? 

Mr. No, sir. 

Mr. Puiuuirs. You do not have any idea how many times they 
develop that information in any past year? 

Mr. Fiemmine. No, sir. 

Mr. Puitures. Very well, sir. 

(The matter referred to is as follows:) 

ODM establishes all percentages and patterns of percentages of certification 
after consultation with and recommendations from the delegate agencies. In 
some instances, delegate agencies make no recommendations as to percentages 
or recommend only that ODM apply the percentages established by ODM. 
In the unusual cases where departures are recommended, ODM also makes the 
final decision after consultation with the delegate agency. In other instances, 
ODM makes its own decision to depart from its established patterns of percentages. 

Departures by ODM from recommendations by delegate agencies as to per- 
centages of certification are unusual. ‘This is so because delegate agency recom- 
mendations as to percentages follow or conform with percentages or patterns of 
percentages established by ODM. The approach of ODM has been to encourage 
close cooperative action with the delegate agencies. 
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Mr. Puriturps. Mr. Thomas has an engagement, and he will have to 
leave at this time, and we will not take up the item in which he ex- 
pressed a particular interest previously. 


LIST OF EXPANSION GOALS 
Mr. Fiemmine. Mr. Thomas asked for information as to what 
expansion goals are pee open, and I will be very glad to supply for the , 
record the list of the goals that are still open. | 
(The matter referre oe is as follows:) | 
Open goals | 
No. Goal Delegate agency } 
ministration. 
177B| Aluminum sheet and plate, heat treating facilities.............-.---- Commerce, 
177A| Aluminum sheet and plate, producing facilities................-.--.- Do. 
205 | Ammunition metal boxes, .30 and .50 caliber_........-......--.----- Do. 
151 | Asbestos, chrysatile, strategic grades_.............-...----.--------- Do. 
20 | Chromite (chemical grade). GSA. 
19 | Chromite (metallurgical grade).....................-.-...--------.- Do. 
4A| Coal, metallurgical for byproduct Do. 
11 | Columbite and tantalite ores. ............-.--.-..-.--.- SA. 
197 | Cylinders, compressed gas........-...---..--.------------- Commerce. 
84 | Electronic products, military__...............---.-- Do. 
171. A| Gas pipe (large) lines Interior. 
171 B| Gas pipe (small) lines laid.__.._....-........--.-- Do. 
204 Gray iron castings (over 3,000 pounds) Do. 
99 | Heavy aluminum aircraft forgings._............-.- Do, 
212 | Heavy steel plate (over 20,000 pounds) __ Do. 
122 | High-voltage switchgear..-.......-.-- Do. 
32 | Hose, horizontal wire braided Do. 
218 Inland waterw ay terminal facilities - DTA. 
98 | Inland waterway vessels (specified ty] Do. 
| .-| GSA, 
206 research and Commerce. q 
12 : SA. 
152 Locomotives, DTA. 
Lumber and wood products, deba g and chipping facilities... | Commerce. 
187 Manganese ore, battery and chemical grades.- GSA. 
4 Manganese ore, matallurgical grade__. Do. 
198 Medical supplies and equipment... Commerce 
64 Mercury- GSA. 
114 Metal can manufacturers, tin conservation ___ .- Commerce 
59 Methanel synthetic... Do. 
81 Military photographic equipment (motion and still). ae Do. 
216 Motortruck terminal and repair facilities _.| DTA. 
65C | Natural gas liquids capacity Interior 
9 trogen _.| Commerce 
65B Oil (crude) refining ‘capacity (domestic) Interior. 
65D | Oil pipelines (domestic)... - Do. he 
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Open goals—Continued 
No. Goal Delegate agency 
113 Ore carriers, Commerce. 
135 Railroad terminal and road d facilities. 


176 Scientific a 
178 Selenium 


Commerce. 
GSA. 


211 Structural shapes, wide flange_ Do. 
33 Tires (specific types). Do. 


215 Titanium melting facilities. 

78 Transformers, distribution ..... 


217 Warehouse and storage facilities (refrigerated storage)... 


Mr. Puiturrs. Before we leave this question, do you suppose there 
is any way you can tell how many of the tax cases which are referred 
to you and upon which you must take the responsibility for the decision 
and how many of the cases on which you revise the percentage figures 
from those recommended to you by the referring agency? 

Mr. Youna. We can get that—the precise statistics on it. 

Mr. Puiuurrs. Will you insert that information into the record? 

[Statistics referred to have not been maintained.] 

Mr. Youna. Yes, sir. 

Mr. Fitemmine. May I put in the record also, Mr. Chairman, the 
statement as to the procedures that are followed on those certificates? 

Mr. Puiuurps. Yes, sir. 

Mr. FLtemmine. I mean, what happens when they come to us, 
what we ask the delegate agency to supply, and what happens when 
that information comes back, and so on, so that you will have the 
complete picture. 

Mr. Puruurps. Very well. 

(The matter referred to is as follows:) 


Steps Processina Tax AMORTIZATION APPLICATIONS 


By ODM: In roman type. 
By delegate agencies: In italic type. 


GENERAL POLICY 


1. Provide regulations, policy, and criteria. 

2. Provide guidance in application thereof. 

3. Review expansion goa al programs submitted by delegate agencies. 
4. Establish, revise, and terminate expansion goals and programs. 


PRECERTIFICATION 


5. Receive tax amortization application, establish and maintain file, number, 
docket, and acknowledge application. 

6. Classify application by industry and metropolitan area. 

7. Code application information for IBM recording. 


0. 
nerce. 
0. 
4 


27. 
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. Provide for determination of ‘‘smal! business” by Office of Small Business. 
. Provide for determination by Defense Manpower Administration as to area 


manpower availability. 


. Refer to delegate agency for report and recommendation. 
. Refer to military or AEC for report in proper cases. 
. Refer to Department of Justice (Antitrust Division) for report in proper 


cases. 


. Make record of referrals. 
. Delegate agencies report whether application falls within expansion goal and on 


applicability of other criteria and make recommendations; also select facilities 
to be approved if more eligible applicants than can be certified, pursuant to 
selectivity factors provided by ODM. 


5. Receive reports and recommendations trom delegate agencies. 

. Receive reports trom other agencies. 

. Record receipt of reports. 

. Review whether expansion is within expansion goals or exception thereto. 

. Apply ODM policy and criteria, 

. Establish percentages of certification by pattern cr otherwise. 

. Apply verecentage of certification where case is to be approved. 

. Deny application or issue certificate to Commissioner of Internal Revenue. 
. Advise applicant and delegate agencies. 

. Advise Census Bureau in cases of issuance of certificates so that status of 


completion reports may be maintained. 


. Publish journal of cases certified and denied. 
. Code final action information for IBM recording. 


POSTCERTiFICATION 


Receive requests for review or reconsideration of applications which have been 
denied in whole or in part; for increases in percentages of certification 
granted; for amendment involving changes in description of facilities pre- 
viously certified; for changes in location of facilities previously certified; 
for extensions of time for beginning construction or effecting acquisitions; 
for corrective amendments; for changes of name of certificate holder; for 
transfers of certificates; and for cancellations of certificates. 


. Docket and acknowledge request. 
. Refer to delegate agency for postcertification additional report and recom- 


mendation. 


. Refer to military or AEC for posteertification report in proper cases. 


Refer to Department oc Justice (Antitrust Division) for postcertification 
report in proper cases. 


. Make record of referrals. 
. Delegate agencies report and recommend within policy and criteria established 


by ODM. 
Receive postcertification reports and recommendations from delegate agencies. 


. Receive postcertification reports from other agencies. 


Record receipt of reports. 

On reconsideration or review of new information, apply policy and criteria, 
including criteria as to amendments for scope, time extensions, transfers, 
and other postcertification matters. 

Affirm or change previous action. 

Deny request or issue certificate or amendment to Commissioner of Internal 
Revenue. 

Advise applicant and delegate agency. 

Publish journal of actions on appeals or amendment. requests. 

Code such information for IBM recording. 


OTHER GENERAL POLICY AND PROCEDURES 


Receive and handle all correspondence and inquiries relating to individual 


cases. 
. Issue collated statistics as to actions pending and accomplished. 
. Collect information as to status of completion of certified expansions. 
Resolve interdelegate agency and delegate agency-other agency problems. 
Coordinate action as appropriate when section 302 defense loans or section 
303 contractual arrangements are involved. 
Delegate agency maintains records or achievement of capacity under expansion 
goals including expansions not assisted by the Government. 


4 
9 
10 
11 
12 
13 
14 
1 
1 
1 
> 
1 
2 
2 | 
2 
2 
2 
26 
28 
30 
31. 
| 
33 
34. 
35 
36. 
37. 
38. 
39. 
40. 
41. 
42. 
43. 
44 
45 
46 
47 
48 
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CRITERIA CONSIDERED FOR APPROVAL OF TAX AMORTIZATION 
CERTIFICATES 


Mr. Jonas. How long a statement would be required to list the 
requirements now for getting tax amortization certificates, and in 
how many different fields are they granted? 

Mr. FLtemminc. When I insert in the record this list of expansion 
goals, that will provide you that information, sir. 

Mr. Jonas. That is just one group, is it not—that is one type of 
activity in which eligibility for tax amortization is available, but are 
there not other activities, such as your well-publicized order about 
allocating orders in alleged depressed labor areas? 

Is there not a tax amortization feature there? 

Mr. Fiemmine. I get your point, Mr. Congressman. Let me put 
it this way: 

If you file an application for tax amortization certificate, your 
project, first of all, has got to fit within one of these open goals. If 
it does not fit within it, it is not given any consideration. 

Mr. Jonas. For any purpose? 

Mr. Fiemmina. That is right. If it fits within one of the open 
goals, and if under normal conditions you would be given a writeoff 
of, let us say, 55 percent or 60 percent of the capital investment, and 
if you decided to put it in one of the labor surplus areas or distressed 
labor market areas, then that might give you an additional percentage 
which might step it up 10 percent or 15 percent. But, first of all, 
you have to qualify as having a project that falls within one of these 
expansion goals. 

Mr. Jonas. At that point in the record, will you insert the statu- 
tory authority for the exercise of that discretion? 

Mr. Fiemmina. | would be very happy to do that. 

(The matter referred to is as follows:) 


The authority for granting a higher poreemtone of certification to facilities con- 
structed in labor surplus areas is derived from section 124A of the Internal Revenue 
Code and the regulations issued by the Director of the Office of Defense Mobiliza- 
tion with the approval of the President, thereunder. 

The authority to designate which facilities are necessary in the interest of 
national defense, i. e., emergency facilities, and the portion of the cost of such 
facilities in regard to which the amortization deduction may be taken is contained 
in section 124A (e) which reads as follows: 

“Sec. 124A (e) 

“(e) Determination or Adjusted Basis of Emergancy Facility. In determining 
for the purposes of subsection (a) or subsection (g) the adjusted basis of an 
emergency facility — 

““(1) There shall be included only so much of the amount of the adjusted 
basis of such facility (computed without regard to this section) as is properly 
attributable to such construction, reconstruction, erection, installation, or 
acquisition after December 31, 1949, as the certifying authority, designated by 
the President by executive order, has certified as necessary in the interest of 
national defense during the emergency period, and only such portion of such 
amount as such authorily has certified as attributable to defense purposes. Such 
certification shall be under such regulations as may be prescribed from time 
to time by such certifying authority with the approval of the President. An 
application for a certificate must be filed at such time and in such manner as 
may be prescribed by such certifying authority under such regulations but 
in no event shall such certificate have any effect unless an application therefor 
is filed before the expiration of six months after the beginning of such con- 
struction, reconstruction, erection, or installation or the date of such acquisi- 
tion, or before the expiration of six months after the date of enactment of the 
Revenue Act of 1950, whichever is later. 
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(2) After the completion or acquisition of any emergency facility with 
respect to which a certificate under paragraph (1) has been made, any ex- 
penditure (attributable to such facility and to the period after such completion 
or acquisition) which does not represent construction, reconstruction, erection 
installation, or acquisition included in such certificate, but with respect to 
which a separate certificate is made under paragraph (1), shall not be applied 
in adjustment of the basis of such facility but a separate basis shall be com- 
puted therefor purusant to paragraph (1) as if it were a new and separate 
emergency facility.” 

The regulations issued pursuant to section 124A and approved by the President 
provide in part as follows: 

‘Src. 3. Criteria for determination of portion of the adjusted basis attributable 
to ry eae purposes for computing the amortization deduction. Determination 
will be made by the Certifying Authority as to the portion of the adjusted 

basis upon which the amortization deduction under section 124A (a) shall be 
computed. 

“‘(a) In determining the portion to be certified, the Certifying Authority 
will consider * * * compliance with Government policies, e. g., manpower 
and dispersion, and other relevant factors.’ 


Mr. Jonas. Are there any other areas in which tax amortization 
is authorized similar to the one in depressed areas? 

Mr. Fiemmina. If you propose to put your facility in the heart of 
a critical target area, under normal conditions you would not be 
given any rapid tax amortization, unless you agreed to put it outside 
the critical target area. 

Now, exceptions are made to that from time to time, but 80 percent 
of the projects of $1 million or more for which rapid tax amortization 
certificates have been given are projects which comply with the dis- 
persal standards. They have stayed out of the heart of critical 
target areas. We will be glad to list some of the other factors that are 
taken into consideration so as to give you a complete, well-rounded 
story on that. 

(The matter referred to is as follows:) 


TITLE 32A—NATIONAL DEFENSE, APPENDIX 
CuapTreR I—Orricre oF DEFENSE MOBILIZATION 
(ODM Regulation 1] 


ODM Rea. 1—Issuance or Necessity Cerriricates Section 124A 
OF THE INTERNAL REVENUE CopDE 


The following regulations are hereby prescribed by the Office of Defense Mo- 
bilization with the approval of the President pursuant to the authority contained 
in Executive Order 10480, dated August 14, 1953, and section 124A of the Internal 
Revenue Code. 


Sec. 

1, Definitions. 

2. Criteria for determination of necessity. 

3. Criteria for determination of portion of the adjusted basis attributable to defense purposes for com- 
puting the amortization deduction. 

4. Procedures and responsibilities. 

5. Exercise of powers of Certifying Authority. 


AvurtHority: Sections 1 to 5 issued under sec. 216, 64 Stat. 939; 26 U. S. C. Sup. 124A; E. O. 10480, Aug. 14, 
1953, 18 F. R. 4939. 
* * * * * * * 

Sec. 2. Criteria for determination of necessity. Determination will be made by 
the Certifying Authority as to whether the construction, reconstruction, erection, 
installation or acquisition of the facility (in whole or in part) is necessary in the 
interest of national defense during the emergency period. 

(a) Material or service required for national defense. In making the determina- 
tion of necessity, a determination will be made that the material or service to be 
produced with the proposed facility is required in whole or in part in the interest 
of national defense during the emergency period. A material or service will not 
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be found to be so required unless it is directly required for the Armed Services 
of the United States or auxiliary personnel, for civil defense, for the Atomic 
Energy Commission, or for any operations or activities in connection with the 
Mutual Defense Assistance Act of 1949, as amended; or unless it is necessary 
for the production of a material or service directly required in the interest of 
national defense during the emergency period; or unless it is otherwise necessary 
in the interest of national defense. 

(b) Shortage of faciities for the production of material or service required for 
national defense. In making the determination of necessity, a determination 
will be made that at the time of the beginning of construction, reconstruction, 
erection, installation, or acquisition of the facility, there was or is an existing 
or prospective overall shortage of facilities for the production of the material 
or service produced or to be produced by the facility sought to be certified. 
Consideration will be given to the necessity for and adequacy of facilities for the 
production of a material or service in a particular region, the necessity for stand- 
by capacity, and anv other factors contributing to or threatening a shortage 
of facilities for producing such material or service. A shortage will be found 
to exist only with respect to facilities required to meet expansion goals determined 
by the Office of Defense Mobilization. 

(c) Other considerations. In making the determination of necessity, considera- 
tion will also be given to other factors such as: new or improved technology; 
assurance ot a fair opportunity for participation by small business; the promo- 
tion of competitive enterprise; the competence, performance record, and other 
factors bearing upon the ability of the applicant to construct or acquire, and 
manage the proposed facility; locatien cf the facility with due regard to military 
security and dispersion criteria and standards; the degree to which the facility 
will alleviate the shertage of production; other forms of financial assistance 
provided by the Government; and the availability of manpower, housing, com- 
munity facilities, transportation, and other factors of production. An existing 
or prospective shortage of facilities for the production of a material or service 
necessary in the interest of national defense will not be considered alleviated by: 

(1) The acquisition of the productive assets of a going concern or second-hand 
facilities unless: 

(i) Clear prospect of a substantial increase in the usefulness of such facilities 
fcr national defense exists and such increase cannot be obtained by other practical 
means; or 

(ii) Substantial loss of usefulness for national defense would probably result 
in the absence of such acquisition. 

(2) The construction, reconstruction, erection, installation, or acquisition of 
that part of a facility which is or will be used in lieu of existing facilities, except 
to the extent considered extraordinary and necessitated by reason of the 
emergency. 

* * * * * * * 

Effective date: December 3, 1953. 

Arruur 8. FLEMMING, 
Director of the Office of Defense Mobilization. 
Approved: February 2, 1954. 
Dwienut D. ErseENHOWER, 
The White House. 


{F. R. Doe. 54-906; Filed, Feb. 8, 1954; 8:51 a. m.] 


Mr. Putuures. Mr. Flemming, you will have to return to the com- 
mittee to complete your presentation, and since there has been some 
discussion in the full committee on this question of materials, we will 
have to bring several of the agencies back, but we might cover one 
more of these items before you get away today, and be that far ahead. 

Do you want to finish up the production requirements in the 
program? 

r. FLemmina. Yes; I would be very glad to do that. 

Mr. Puriuirs. We would like to know something about military 
manpower, because we have to mark up Selective Service right away; 
let us take that one up now. 
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MILITARY MANPOWER REQUIREMENTS 


Mr. Puiuurpes. There appears to be a marked difference between 
the number of inductees which the Selective Service understands it is 
required to take in the next year, and that which we learned from the 
Pentagon as the opinion of the National Security Council. 

As I understand it, the National Security Council thinks we should 
take ancther figure, or is it ODM or National Security Council which 
sets the number of inductees? 

Mr. Fiemmina. The National Security Council recommends the 
strength of the Armed Forces which, in turn, of course, automatically 
has an effect on what Selective Service does. 

Mr. Puiuies. It works out the total number of inductees, and we 
understand the number requires about 18,000 men a month, which 
would be about 216,000 a year, if I have multiplied correctly? 

Mr. FLemmina. I think I can be of help to the committee on that 

int, although I do not have the exact figure here with me now. 
Fr yen recall, last August when the President asked the National 
Security Training Commission to make a study as to the question of 
whether or not you could operate a selective service system parallel 
with a universal military-training program, at the same time, he sent 
a letter to me and asked us to make a complete study of our manpower 
resources. I appointed a special committee to take a look at the 
problem. 

Mr. Puaruures. You appointed an internal committee? 

Mr. FLemminea. Yes, sir. 

The President suggested in his communication to me that I might 
want to do that, and I selected Mr. Lawrence Appley. 

Mr. Puitures. Is this the designation in the chart called Manpower 
Policy Committee? 

Mr. FLtemmina. No, sir. 

Mr. Youna. You are referring to outside people. 

Mr. Fiemuina. The one I am referring to is made up of outside 
people. When you said “internal” I thought you meant internal 
operation, so far as ODM is concerned. It was made up entirely of 
people from the outside. Mr. Lawrence Appley was the Chairman 
of it. He is president of the American Management Association. 

That Committee had discussions with Selective Service, with the 
Department of Defense and with the Department of Labor about 
this whole problem of the status of the manpower pool, and what the 
drain might be on it, and so on. 

As a result of that, certain basic statistical information was worked 
out and agreed upon by both Selective Service and the Department 
of Defense as the basic statistical material in this area. 

Now, that study, of course, was dependent on what the size of the 
Armed Forces was going to be. The ODM committee’s report was 
brought up to date during the latter part of December after the 
President had decided that his budget was to call for an armed- 
strength level of about 3,030,000 men by June 30, 1955. I know that 
we have information as to what the average callup would be. 

That was computed and worked out by the Department of Defense. 

Mr. Puiturs. We have a figure which probably is the figure which 
the Selective Service presented to your office. This figure was prob- 
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ably arrived at prior to the revision, and we thought you would have 
the latest and most up-to-date information. 

Mr. Fiemmina. I would be very glad to check that, but I would say 
this: Any figure I submitted would be the figure agreed upon by the 
Department of Defense, because having determined the ceiling for 
the Armed Forces at 3, 030, 000 men, at least it is going to level off at 
that particular point, then you can determine what the induction 
rate would be. 

Mr. Puiurrs. Before I get down to asking you why you need 7 
people to just figure out how many people we are going to need for 
manpower problems, I will ask you 1 more policy question: 

I want to ask you this question, which came up the other day, and 
ask if any of your discussions have been on the subject, and I want 
to read it out of the transcript? 

This is a matter of considerable importance. 

Mr. Jonas. Off the record. 

(Discussion off the record.) 

Mr. Puiuurrs. Mr. Flemming, may | read you something which 
I have secured from going through ‘the testimony of the selective 
service procedure as to the rejections that take place until they get 
down to the actual man who is inducted. 

It starts at the astounding figure of 868,000 men, in order to end 
up with a figure of less than one-half that. The first rejection is 32 
percent, and they are now running at 37 percent; the second rejection 
is another high percentage; and then it gets down to a figure which 
they have when they reach the induce tion. station; and then 5 percent 
of them are rejected. 

That is now running 7 percent. 

I asked General Hershey the following question: 

General Hershey, do you know of any other nation in the world that rejects 
that percentage of people it calls up for its army? 

General Hersoey. No; I do not. You might find that in some of the smaller 
nations, but I could not guess about it. 

But, take any nation like England or France, or our late friends or our late 
opponents like Germany, none of them could ever afford the luxury we have of 
rejecting people. As for England, they are 24 years old, and they are getting 
pretty well up to the top of their liability. They have about 87 pereent of them 
in the service. 

My point is that it seems to this committee that our method of 
rejection, which will result in the number of inductees, is a matter 
which might well receive the attention of your agency. 

Have you ever discussed that problem? 

Mr. Fiemmina. I have never personally taken it up with the 
Department of Defense. I am very much aware of the issue, and | 

agree with General Hershey’s answer to your question, and I agree 
with your observation. I think that it is an area that we could well 
afford to explore with the Department of Defense. 

Mr. Puiturres. You understand that the military now sets such high 
standards, and as I asked again in the record: 

Well, if you had a good, healthy farm boy who was as strong as a horse, and 
who could probably hit a squirrel between the eyes at 200 yards, but if he had 
not gotten very far in school, he would not be let into the Army. 

Mr. Fiemmina. Well, I, of course, recognize the problem that the 
Army, Navy, and Air Force have in terms of increasing the require- 
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ments for technical personnel, because of the kind of weapons that we 
have developed. 

Mr. Puitures. Yes; and I suppose the need for combat service 
decreases the need for technicians proportionately? 

Mr. Fiemmina. That is right. 

Mr. Puituires. I am not attempting to argue it now; I am merely 
asking you if vour manpower section over here, or if your Manpower 
Policy Committee has ever actually considered that particular factor 
in regard to the inductee problem? 

Mr. Fiemmina. The answer is “No,” but I think we could well 
afford to do it, and would be delighted to do it. 

Mr. Puiuurrs. If you ever do it, it would be well to keep this sub- 
committee in mind, and send us a memo of the results, so we will 
know what to do when selective service comes up. 

Mr. FLtemmrinea. I would be very happy to. 

Mr. Putuurps. Tell me what you do with the seven people in the 
section. 

Mr. Fiemmine. First of all, you have referred to the committees 
that are mentioned there on that chart. There are two committees 
which have advised us consistently in the manpower area. One is an 
interagency manpower policy committee made up of representatives 
of the Department of Defense, Selective Service, Labor, and so on— 
the agencies that have an interest in the manpower problem. 

The other is a labor-management committee made up of outside 
personnel—representatives of management and labor and agricul- 
ture—that we have turned to for advice from time to time. 

Mr. Purturps. Where do you get the personnel for the organizations 
subordinate to the large organization which is listed on the chart, 
which involves the Manpower Policy Committee, Facilities Protection 
Board, Interdepartmental Materials Committee, and Facilities 
Maintenance Board? 

Are they all out of your own family? 

Mr. Fiemmina. They are all interagency committees, and the 
people who serve on them represent other departments and agencies. 

Mr. Departments and agencies other than 

Mr. FLEMMING. Ce sir; that is right. 

Mr. Puiturps. None of these are composed entirely of your own 
employees? 

Mr. Fiemmina. No, sir; they only involve one ODM man on each 
committee. One man serves as chairman, 

Mr. Puruurps. One man is yours? 

Mr. FLemmina. Yes, sir. 

Mr. Puruures. And the other people come from other agencies? 

Mr. FLemminea. Yes, sir. 

Mr. Purturres. Do you desire to say anything further about man- 

wer? 
ae Fiemmina. I would like to say this: I have already referred to 
ohe major assignment. 

It is an assignment to work with the Department of Defense, 
Selective Service and other agencies in connection with the preparation 
of a report dealing with the whole Reserve problem. This report will 
be considered by the National Security Council. In analyzing the 
report of the National Security Training Commission and also the 
report of the ODM Committee, I came to the conclusion that the 
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missing link in this whole picture was a determination by the President 
and the National Security Council, and later by the Congress, of the 
size, composition, and training of the Reserve forces. I made a 
recommendation to the President that we set the machinery in 
motion, with the objective of having such a determination made by 
the National Security Council and the President, and then submit 
it to the Congress. 

The President accepted those recommendations and has given us 
that assignment, and that is one of the things we are working on. 

I would say that the major problem that is being, and will be worked 
on in the manpower area, is the development of plans for the handling 
of the manpower problem in the event of stepped-up or all-out mobili- 
zation. I am sure that all of you recognize the fact that if we will 
have any limiting factor at all at the time of all-out mobilization, it 
will be in the manpower area. 

Also, I am sure that you recognize that we confront some of our 
most difficult issues there. If we get into stepped-up or all-out 
mobilization, would it be necessary for the country to go to what is 
sometimes referred to as a labor draft, or would it be possible for the 
country to handle that problem in substantially the same way it was 
handled during World War II? The people in the manpower area 
are coming to grips with that problem. ‘They are working with 
representatives of management and labor on some of these very 
difficult issues, and ultimately they will come up with recommenda- 
tions which we, in turn, will take to the National Security Council. 

We, by and large, rely on the other departments and agencies for 
staff work in the manpower field, and the Department of Labor has 
been very helpful; Selective Service has been very helpful, and I 
think you will find by checking in the manpower area that there is 
excellent cooperation between the various departments and agencies. 
Our agency has the responsibility for stimulating that, that type of 
cooperation, and coordinating the various activities which are going on. 

Mr. Puiuurrs. Thank you, gentlemen. You will be notified as to 
the time and date of our next hearing on your budget justification. 


Tuespay, Fesruary 23, 1954. 


Mr. Puiuurrs. The committee will come to order, please.j 

When we adjourned the last hearing it was partly because we had 
exhausted the time allotted, and partly because there was certain 
information we asked you to revise and bring back, Mr. Flemming. 
Did you take the committee’s suggestion and use your blue pencil 
liberally on that organization chart you had the other day? 

Mr. FLemMMina. Yes, sir; except we used a red pencil instead of a 
blue one. 

Mr. Chairman, we have gone through and proposed certain changes. 
If satisfactory from your point of view, we would like to take the 
major areas for which we have responsibility and which we did not 
discuss last time and state what changes we have made and why. 

Mr. Puiturrs. It runs through my mind you did not complete your 
general statement the other day; is that correct? 

Mr. Fiemmine. That is right. 

Mr. Putuurrs. Will you continue? 
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Mr. Fiemmina. If I could just make this introductory statement 
growing out of the discussion we had last time. 

Mr. Puivurps. If any of that material had not been authorized to 
go into the transcript, it can be inserted at this time. 

Mr. Fiemmine. Thank you. 

By way of introduction I should like to call attention to one para- 
graph in the message which the President submitted to the Congress 
when he submitted Reorganization Plan No. 3 providing for the re- 
organization of the Office of Defense Mobilization. In that message 
he said: 

The reorganization plan is designed to achieve two primary objectives. The 
first is to improve the organization of the Executive Office of the President. The 
second is to enable one Executive Office agency to exercise strong leadership in 
our national mobilization effort, including both current defense activities and 
readiness for any future national emergency. 


RESPONSIBILITY OF ODM FOR NONMILITARY ASPECTS OF DEFENSE 
MOBILIZATION PROGRAM 


Ll think, Mr. Chairman and members of the committee, I could 
sum up our whole program by saying that we have been given the 
ultimate responsibility for all the nonmilitary aspects of the defense 
mobilization program, and the requests that I will be discussing with 
you this morning are requests designed to enable the Office of De- 
fense Mobilization to discharge that responsibility. 

May I say this also: The more I work with these problems, and the 
more I have the opportunity to listen to the briefings that take place 
in the National Security Council, the more I feel it is absolutely 
necessary that we place emphasis on two points the President has 
emphasized a number of times, (1) Soviet Russia does have the capa- 
bility of attack on the United States; and (2) we must maintain our 
massive capability to strike back. 

My own personal objective in developing these requests for funds 
is to develop requests that make it possible for the Director of the 
Office of Defense Mobilization to discharge these responsibilities that 
the President and the Congress have given us. 


Propuction REQUIREMENTS AND PROGRAMS AREA 
LEGAL RESPONSIBILITIES AND AUTHORITY 


Turning to ‘Production requirements and programs,” first 1 would 
like to discuss what our legal responsibilities are in that area. 

Section 103 of the National Security Act of 1947, as modified by 
Reorganization Plan No. 3 of 1953, provides that it is the function of 
the Director of the Office of Defense Mobilization— 
to advise the President concerning * * * relationship between potential supplies 
of, and potential requirements for, manpower, resources and productive facilities 
in time of war. 

The same section further requires the Director of the Office of 
Defense Mobilization to advise the President concerning— 


policies for establishing adequate reserves of strategic and critical materials, and 
for the conservation of these reserves. 
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ODM Regulation 1 prescribes, with the approval of the President, 
the standards and procedures for issuance of tax amortization certifi- 
cates under section 124A of the Internal Revenue Code. 

Mr. Puruures. Is that under “Production requirements and pro- 
grams,” or “Financial policy’’? 

Mr. Fuemmine. It involves both units. The section provides 
(sec. 2 (b)) that— 
in making the determination of necessity, a determination will be made that at 
the time of the beginning of construction, reconstruction, erection, installation, or 
acquisition of the facility, there was or is an existing or prospective overall shortage 
of facilities for the production of the material or service produced or to be produced 
by the facility sought to be certified * * * a shortage will be found to exist 
only with respect to facilities required to meet expansion goals determined by the 
Office of Defense Mobilization. 

In the event of war it will be necessary to put into effect controls 
upon the use of production facilities and materials, and the section of 
the National Security Act earlier cited places upon the Director of the 
Office of Defense Mobilization responsibility for advising the President 
concerning— 
programs for the effective use in time of war of the Nation’s natural and industrial 
resources for military and civilian needs * * * and for the adjustment of such 
economy to war needs and conditions. 

Then in the Executive order issued by the President on August 
14, 1953, he delegated the priorities and allocation authority to the 
Director of the Office of Defense Mobilization and provided for its 
redelegation to the appropriate operating agencies with the limitation 
that— 
every officer and agency of the Government having functions under the Defense 
Production Act of 1950, as amended, * * * shall perform said functions subject 
to the direction and control of the Director of the Office of Defense Mobilization. 


MAJOR TASKS AND WORK PROGRAM FOR 1955 


With this authority and responsibility in mind, I would like to 
describe the major tasks in this area—the production area—and our 
work program for 1955. 


DETERMINATION OF WARTIME REQUIREMENTS AND CAPACITY 


The first major task, as we see it, is to determine wartime require- 
ments and capacity. 

The Office of Defense Mobilization, with the cooperation of the 
Department of Defense and other agencies, is responsible for estimat- 
mobilization requirements. 

hese requirements, in turn, must be tested against general indus- 
trial capacity; against the specific capacity for steel, copper, and alumi- 
num; and against the capacity for the most strategic and critical ma- 
terials and essential components that have constituted critical bottle- 
necks in the past. 

During the fiscal year 1954, the ODM, for the first time in the history 
of mobilization planning, has received from the Department of Defense 
data as to requirements in the event of all-out mobilization for 1,000 
major military end items. These items would account for 80 percent 
of the expenditures for military hard goods in the event of all-out 
mobilization. 
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Mr. Puruurrs. Do you say for the first time in 1954? 

Mr. Fiemmine. That is right, for the first time in the history of 
mobilization planning. Never before has the Government been pro- 
vided with specific requirements of that character by the Department 
of Defense. 

Civilian agencies have in turn submitted requirements in the event 
of all-out mobilization for approximately 550 defense-supporting and 
essential civilian programs. 

These requirements data will be analyzed, balanced over against 
supply information, and then we will have available far more reliable 
evidence than has ever been available as to the gaps in our mobiliza- 
tion base. And that affects our expansion goals and stockpile objec- 
tives. 

Now turning to the kind of things that will have to be done in 1955 
in determining wartime requirements and capacity: 

The Joint Chiefs of Staff, as we all know, are working on new 
strategic plans that are likely to bring about major changes in require- 
ments in the event of all-out mobilization. As soon as those plans 
have been considered by the Security Council and the President, the 
following steps will be taken under ODM guidelines: 

(1) The Department of Defense will work out revised requirements 
for approximately 1,000 major military end items. 

(2) Simultaneously civilian agencies will develop requirements for 
approximately 550 important defense-supporting and essential civilian 
programs and products. 

(3) The production area will screen and review the requirements 
for this total of 1,550 major end items and programs submitted by 
all the agencies. It will determine whether the capacity is adequate 
to meet the requirements for (1) the manufacture of major end items; 
(2) steel, copper, and aluminum; and (3) major critical components 
such as turbines and boilers. 

The production area will also have the responsibility for determin- 
ing the wartime requirements for (1) ferroalloys eile as nickel and 
molybdenum; and (2) other strategic and critical materials such as 
manganese, zinc, and lead, which are used by the Materials Area in 
calculating stockpile objectives. 

As the production area is the central repository in ODM for highly 
classified information on military requirements it is called upon to 
work with other major departments and agencies as they develop 
requirements for important commodities and services. It works, 
for example, with the Department of Agriculture in connection with 
food requirements; with the Department of Labor, Selective Service, 
and other agencies in the field of manpower; with the Department of 
Commerce and Defense Transport Administration in the field of 
transportation; and with the Department of the Interior, Federal 
Power Commission, and Atomic Energy Commission in the field of 
energy and fuels. 


DEVELOPMENT OF EXPANSION GOALS, ETC., TO INSURE ADEQUATE INDUSTRIAL 
CAPACITY 


The next major task of the production area is to develop expansion 

als and other programs necessary to insure the adequacy of the 
industrial capacity (other than materials) to meet wartime require- 
ments. 
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Expansion goals provide the basis for the use of the borrowing 
authority provided for in the Defense Production Act and also for 
making decisions as to whether or not accelerated tax amortization 
certificates should be granted. The Production Area has the responsi- 
bility of setting these goals except for those that come within the area 
of strategic and critical materials. 

Turning to the 1955 program: 

Currently this area has the responsibility for administering approxi- 
mately 50 epen goals. These goals cover such items as nonmilitary 
aircraft, port facilities, oil-storage facilities, freight cars, ore carriers, 
tankers, transformers, certain types of steel sheets, gas pipelines, 
boilers, and so on. 

In addition to working with those particular goals during 1955, there 
must be a complete review of all expansion goals on the basis of the 
analysis of wartime requirements and supply growing out of the new 
strategic plans to which | have already referred. 

The next task for which this unit has responsibility is to develop 
olicies that will provide for the maintenance of a strong mobilization 
ase in production facilities and equipment. 

Mr. Chairman, in my judgment, as far as the planning area is con- 
cerned, this whole problem of developing policies that will provide for 
the maintenance of a strong mobilization base is probably the most 
difficult and the most complex. Traditionally in this country in the 
event of an emergency we have built up an emergency mobilization 
base and as soon as we have felt the emergency was over or had lessened 
we have permitted it to disintegrate. 

Mr. Puiures. Are you talking of manpower? 

Mr. Fiemmina. No; facilities and tools and so on. 

Mr. Puitures. Actually you are covering in your statement the 
personnel listed in five of your organizational areas, leaving out only 
the manpower and telecommunications area? 

Mr. Fremmine. No. At the moment, Mr. Chairman, the tasks 
to which I am referring are the tasks that have been assigned to the 
production area. 

Mr. Puiturrs. Then they suggest that you spread your personnel 
too widely. You have all these subheads with directors, assistant 
directors, and so forth, in each one, and the breadth of your statement 
suggests that you are covering a broad field which then has been 
broken down into a great many subdivisions. 

Mr. FLtemmina. Actually, the comments that I am making now 
relate to the Production Area, and when we come to the end of this 
I will indicate some adjustments we have made in the staffing pattern 
which I think are consistent with the comment you have just made. 
In other words, we are eliminating some of the positions to which 
you refer. But as far as performance of the tasks | am now speaking 
of are concerned, they are the responsibility of this production area. 

In connection with the mobilization base, it seems to us it is neces- 
sary to develop policies that will make sure that essential facilities, 
machine tools, production equipment, and skilled workers required to 
meet wartime mobilization needs are maintained in a manner that 
will permit their prompt use in the event of an emergency. Korea 
ae industry has invested approximately $29 billion in: defense 
acilities. The Government has purchased nearly $3 billion in pro- 
duction equipment and, in addition, has used over $1% billion in 
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direct financial assistance in order to expand material and productiv» 
capacity. 

In 1955 we feel it is the job of this particular area to do the primary 
work in developing criteria for determining what kind of plants and 
facilities are to be regarded as a part of the mobilization base. If 
we do not develop practical criteria along that line, we will either 
watch the mobilization base disintegrate or we will find the Govern- 
ment saddled with an unwieldy financial burden. 

Next, programs and policies must be developed that will guide 
agencies in determining when they should enter into contracts for 
maintaining production equipment in the plants where it is now in- 
stalled, for storing and maintaining it in special warehouses con- 
structed near the plant where it would be used in the event of mobil- 
ization, and, as a last resort, storing it in central warehouses. 

As the program for the maintenance of the mobilization base gets 
under way, questions will undoubtedly arise as to whether particular 
facilities and maintenance programs fall within established policies. 
The production area will screen for the Director those appeals and 
questions regarding the application of policy. 

Reporting techniques and audits will be necessary to insure that 
policies are being carried out and that everything practical is being 
done to maintain the base. 


REVIEW AND COORDINATION OF PLANS FOR USE OF INDUSTRIAL PRODUCTION 
AND DISTRIBUTION CONTROLS 


The next major task in the production area is to review and coordi- 
nate the plans for the use of industrial production and distribution 
controls in the event of general mobilization. 

The principal assignment for the initial development of such plans 
has been given to the Department of Commerce. Other agencies, 
such as the Department of Agriculture, the Department of the 
Interior, and the Department of Defense, have also been assigned 
tasks in this area. Although ODM has made assignments to these 
agencies it has not and cannot divest itself of responsibility for seeing 
to it that the total program when brought together will be adequate 
to do the wartime job and that the production controls are integrated 
with other measures in the stabilization and manpower fields. 

In 1955 here are some of the tasks that will be undertaken: 

First of all, there is in existence a defense materials system similar 
to the controlled materials plan used in World War IT except that it 
is limited to military and AEC programs. It insures that the needs 
of these two programs are met on time and that the load is placed 
equitably among the various producers. In event of a new crisis it 
would permit an orderly buildup of the military program with a 
minimum disruption to normal needs. The Department of Defense 
and the Atomic Energy Commission prepare and transmit to ODM 
statements of their requirements for steel, copper, and aluminum. 
Quarterly set-asides for the military and AEC are then made by the 
production area. Also revisions in the DMS proposed by Commerce 
or Defense are reviewed in this area and recommendations made to the 
Director as to whether or not they should be approved. 

This area must also coordinate the planning that has as its objec- 
tive the development of a simplified secnene oft production controls to 
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be used in the event of a new general mobilization. Unless a practical 
and realistic job is done in this area now it will take us another 9 
months as it did following the outbreak of hostilities in Korea to get a 
materials allocation plan in effect in the event of mobilization. 


CHANGES IN STAFFING IN OFFICE OF ASSISTANT DIRECTOR 
FOR PRODUCTION REQUIREMENTS AND PROGRAMS 


Here are the changes in staffing since the preparation of the original 
budget submissions. 

We are suggesting the deletion of the position of Chief of Defense 
Programs Division, GS-17, at $13,000 per annum. We have found 
that the Deputy Assistant Director can handle his deputy duties and 
also the duties as Chief of the Defense Programs Division. 

We are suggesting the deletion of the position of Chief, Defense 
Support and Civilian Programs Division, GS-16, at $12,000 per 
annum. We have found that one of the GS-15 industrial specialists 
can supervise the work of this Division along with other duties. 

Consequently, we are suggesting a (otal reduction in this area from 
$264,000 to $237,600, a decrease of $27,000. 

Mr. Puittirs. Do you want to explain what these industrial 
specialists do? Do they go out and advise businessmen how to 
conduct their businesses? 

Mr. Fiemmina. No, sir; they do not. They are staff men handling 
the kind of duties I have been discussing and making recommendations 
to the Director of the Office of Defense Mobilization. They do not 
advise private industry. 

Mr. Youna. Under the Distribution Controls Division, we have a 
GS-16, and that can be reduced to GS-15. That is hardly a division. 
That is one man. 

Mr. Puitiips. That reduces it $1,200? 

Mr. Youna. Yes. 

Mr. Puiuuips. That is included, however, in your total reduction? 

Mr. Fiemmina. Yes. 

Mr. Puitiirs. Why could not a material reduction be made in the 
entire production requirements and programs area instead of just the 
one? You have an Assistant Director, a Deputy Assistant Director, 
and a secretary, and down below you have 9 people in the Defense 
Programs Division; you have reduced that by only 1 person. 

Mr. FLemmina. That small staff has the responsibility for taking 
the thousand military-end items and translating them into require- 
ments and applying them to the expansion goals. When you consider 
the importance of that operation to the total defense-mobilization 
program, it seems that the few technicians we have provided for there 
can be justified without any question. 

Mr. Puitiips. Are all the people in this area under production 
requirements and programs actually working now or are some positions 
vacant? 

Mr. Youna. There are no vacancies. There are more people work- 
ing there now that we have in the budget. We have a couple people 
on detail from Defense helping in that area. 

Mr. Puituips. You borrowed them? 

Mr. Youna. Reimbursable detail. 

Mr. Fiemmina. That is just for fiseal 1954. 
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Mr. Youna. That is right. 

Mr. Puiuures. I have a feeling you are heavy on what I understand 
to be your Defense Programs Division in this area and your Program 
Division in the Financial Policy area. 

Mr. Youna. We have a change in Financial Policy, too. 

Mr. Puiuurps. Proceed. Then you want to reduce that from 
$264,600 to $237,600? 

Mr. Fiemina. That is right. 


MarTeriAts AREA 


Mr. Chairman, I would like to turn now to the ‘Materials area.”’ 

Mr. Puivuips. That is the next one? 

Mr. Yes. 

Mr. Putturps. You have 50 people there? 

Mr. Ftemmina. I am not suggesting any reduction in that particu- 
lar area and I will indicate to you why I feel we do need the number 
that has been requested. 


LEGAL RESPONSIBILITIES AND AUTHORITY 


First of all, may I discuss the legal authority and responsibilities 
in that area, because it seems to me it is important for us to get that 
in mind in order to understand what these people are asked to do. 

Mr. Putuuies. Proceed. 


STOCKPILE OBJECTIVES 


Mr. Fiemina. First of all, our stockpile objectives: a4 

Section 2 of the Strategic and Critical Materials Stockpiling Act, 
as modified by Reorganization Plan No. 3 of 1953, authorizes and 
directs the Director of the Office of Defense Mobilization— 
to determine, from time to time, which materials are strategic and critical under 
the provisions of this act and to determine, from time to time, the quality and 
quantities of sueh materials which shall be stock piled under the provisions of this 
act. 

STOCKPILE PROCUREMENT 


Next, under the heading of Stockpile procurement”: 

By section 3 of the same act the Director of the Office of Defense 
Mobilization is required to direct appropriate agencies of the Govern- 
ment to— 


(a) make purchases of strategic and critical materials * * * (b) provide for 
the storage, security, and maintenance of strategic and critical materials for 
stockpiling purposes * * * (c) provides through normal commercial channels 
for the refining or processing of any materials acquired or transferred under this 
act. 


Mr. Puruurps. Read the sentence before that again about ware- 
housing. 

bdr: Puanierid. By Section 3 of the same act the ‘Director of the 
Office of Defense Mobilization is required: to direct appropriate 
agencies of the Government to— 
(a) make purchases of strategic and critical materials * * * (b) provide for the 
storage, security, and maintenance of strategic and critical materials for stock- 


piling purposes * * * (c) provide through normal commercial channels for the 
refining or processing of any materials acquired or transferred under this act * * * 
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(d) provide for the rotation of any strategic and critical materials constituting a 
part of the stockpile where necessary to prevent deterioration * * * (e) dispose of 
any materials held pursuant to this act which are no longer needed. 


RELATIONS WITH GSA AND OTHER GOVERNMENT AGENCIES 


Mr. AnNpREws. What agency does that, General Services Admini- 
stration? 

Mr. Yes. 

Mr. AnprRews. Who makes the determination of what amount of 
a given product shall be bought? 

yr Fiemminc. The Office of Defense Mobilization. 

Mr. Anprews. Does GSA have anything to do with that? 

Mr. Fiemmina. No. 

Mr. AnpreEws. There is no duplication between what GSA does 
and what ODM does? 

Mr. Fiemminc. That is correct. 

Mr. Yarss. GSA stated that it recommends to the Office of Defense 
Mobilization the amount of strategic and critical materials that 
should be purchased and ODM considers, approves, or changes the 
recommendation. 

Mr. Fiemmina. That is correct. We get recommendations not 
only from GSA but other agencies and from those recommendations 
we develop a program. 

Mr. Yates. What other agencies make recommendations? 

Mr. Ftemmina. The Department of Defense. If there is any 
question as to how fast the purchase of an item should be accelerated, 
we go to Defense for strategic advice. 

Mr. ANprews. You have a 100 percent goal? 

Mr. Yes. 

Mr. Anprews. Who makes that determination? 

Mr. Fitemuinea. The Director of ODM. 

Mr. Anprews. The advice you get from GSA has to do with what 
needed to get you up to the 100-percent goal? 

Mr. Fiemmrina. Yes; and what is available on the open market. 
Mr. Anprews. There is no duplication between your agency and 
GSA as far as stockpiling is concerned? 

Mr. Fiemmina. | think not. The final responsibility has been 

—— by the Congress with the Director of ODM to develop all these 
olicies. 

° Mr. Puivutrs. Would the entire 50 people be considered working 

in the stockpiling and preparation for emergency? 

Mr. Fiemmina. Yes; plus 1 or 2 other responsibilities I would like 
to discuss. 

Mr. Putuurps. Does it not seem to you that the function of whether 
or not this material should be sold and rebought to prevent deteriora- 
tion is something that could be well left to GSA? 

Mr. Fitemmine. We have authority to direct GSA, for example, 
to provide for the rotation of any strategic and critical materials 
under policies set by us, and we do so direct from time to time. It 
is the old story, as I see it, Mr. Chairman, when you are given a 
responsibility you also are often given authority normally to delegate 
authority to act. You can delegate your authority to act, but you 
cannot divest yourself of responsibility when you delegate it. And, 
so, whatever happens in the stockpiling area, the ultimate respon- 
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sibility is on the Director of ODM. I have no desire to duck out 
from under it. It is there. The Director of ODM has the ultimate 
responsibility. 

Mr. Tuomas. I think the language is quite clear that the authority 
is vested in the Director. The thing that interests me is the language 
there. The language is a cleanup sentence. The Director talks 
about using commercial facilities and so forth. I wonder why ODM 
did not use that word ‘commercial’ when it comes to the proposition 
of warehousing. The GSA wants to build, against the advice of this 
committee, some 70 warehouses costing $50 million or $60 million, 
and here is all this authority wrapped up in ODM to handle the 
warehousing, and a division of the same agency has authority to 
write off quick amortization for warehousing and other things. ‘The 
GSA knew that authority existed in ODM but they have never pur- 
sued it. Why does not ODM require GSA to go out on the commer- 
cial market and encourage private industry to build warehouses for 
this purpose with rapid tax amortization and operate these ware- 
houses? Experience has shown us that private industry will build 
warehouses for 10 or 15 percent less than the Government and will 
operate them not a penny less than 16 or 18 percent less than the 
Government. Why on this not been done? 

Mr. Fuemaine. | am very much interested in your comments on 
that point and I will personally look into it. I think the principle 
you have laid down is a sound one and I shall be happy to look into 
it and see what the situation is and where it stands at the present 
time. 

Mr. Tuomas. This committee has urged GSA to follow that policy 
for 3 consecutive years, and much to our surprise the other day we 
found out our suggestion had not been followed. 

Mr. Fiemminc. Mr. Thomas, as you know, this is a new respon- 
sibility as far as we are concerned. We have been trying to look 
into all aspects of it. 

Mr. Tuomas. Even for 1955 GSA has a budget estimate for 
warehouses of about $30 million. 

Mr. Fiemmina. I shall be glad to look into it and make a report 
to the committee on the matter, Mr. Chairman, if you would like me 
to do that. 

Mr. Putuurps. That would be helpful. 

Mr. Tuomas. If it is too much trouble, do not do it, because we 
may be able to write a report before you write yours. 

Mr. Fiemuina. I understand what you mean, but nevertheless I 
still want to look into it because I think it is a point that should be 
looked into very carefully. 

Mr. Chairman, I have dealt with the legal authority and responsi- 
bilities under the heading of “Stockpile Objectives” and under the 
of “Stockpile Procurement.’”’ Now I am coming to Stocipile 

eports. 

he Director is also required by the act (sec. 4) to— 
Submit to the Congress * * * every 6 months * * * 2 written report detailing 
the activities with respect to stockpiling under this act, including a statement of 
foreign and domestic purchases, and such other pertinent information on the 
administration of the act as will enable the Congress to evaluate its administration 
and the need for amendments and related legislation. 
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DEFENSE PRODUCTION LOANS 


Coming over to loans as it affects the materials area: 
Section 302 of the Defense Production Act provides that— 


to expedite production and deliveries or services to aid in czrrying out Government 
contracts for the procurement of materis.ls or the performence of services for the 
national defense, the President may make provision for loans (ineliding par- 
ticipations in, or guaranties of, loans) to private business enterprises (including 
research corporations not organized for profit) for the expansion of capacity, the 
development of technologice.] processes, or the production of essentiz materials, 
including the exploration, development end mining of stretegic end critical 
metals and minerals, and menufacture of newsprint. Such logns mey be made 
without regard to the limitations of existing law end on such terms and conditions 
as the President deems necesszery, except that finencial assistance nev be extended 
only to the extent that it is not otherwise available on reasonable terms. 


BORROWING AUTHORITY 


Now we come down to the use of the borrowing authority, which is 
section 303 of the Defense Production Act. It provides: 


(a) To assist in carrying out the objectives of this act, the President may make 
provision (1) for purchases of or commitments to purchase metals, minerals, and 
other materials, for Government use or resale; and (2) for the encouragement of 
exploration, development, and mining of critical and strategic minerals and 
metals * * *, 

(b) Subject to the limitations in subsection (a), purchases and commitments to 
purchase and sales under such subsection may be made without regard to the 
limitations of existing law, for such quantities, and on such terms and conditions, 
including advance payments, and for such periods, but not extending beyond 
June 30, 1963, as the President deems necessary, except that purchases or commit- 
ments to purchase involving higher than established ceiling prices (or if there be 
no established ceiling prices, currently prevailing market prices) or anticipated 
loss on resale shall not be made unless it is determined that supply of the mate- 
rials could not be effectively increased at lower prices or on terms more favorable 
to the Government, or that such purchases are necessary to assure the availability 
to the United States of overseas supplies. * * * 


Mr. Puitures. I hope all the other members of this committee 
understand this borrowing situation. I am sure I do not. 

Mr. Ftemminc. When I get into “Financial Policy’ I intend to 
give a rather detailed statement on the way that borrowing authority 
operates because it is a very unusual authority. 

Mr. Tuomas. Just for the high-cost producer. 

Mr. Fiemminc. That has to be watched very carefully. 


HANDLING OF MATERIALS AND INSTALLATION AND IMPROVEMENT IN PLANT 
FACILITIES 


I would like to call attention to the following additional authority. 


(d) The procurement power granted to the President by this section shall 
include the power to transport and store and have processed and refined, any 
materials procured under this section. * * * 

(e) When in his judgment it will aid the national defense, the President is 
authorized to install additional equipment, facilities, processes or improvements 
to plants, factories, and other industrial facilities owned by the United States 
Government, and to install Government-owned equipment in plants, factories, 
and other industrial facilities owned by private persons. * * * 


Mr. Puruurrs. Do we hold title to it? 
Mr. Fiemmine. If they are Government-owned, yes. For example, 
just to digress, we own a great many of the machine tools that have 
een used in defense production, and one of the important problems 
we have been working on with Defense is to determine the policy under 
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which those tools are to be handled. We have issued directives that 
these tools are to be kept intact and not to be leased for civilian peace- 
time operations unless it can be shown that such an act would be 
definitely in the interest of national defense. 

Mr. Yares. Do you also control the disposition of those tools to 
eee governments, assuming they are loaned to foreign govern- 
ments 

Mr. Paruips. You had better ask the question first if they are 
loaned to foreign governments. 

Mr. Yates. Are the tools within the jurisdiction of ODM subject 
to being loaned to foreign governments? 

Mr. Fiemmina. Not to my knowledge, but I will check that to 
make sure. 

(The information requested is as follows:) 


The Office of Defense Mobilization exercises control over the disposition of 
Government-owned production equipment in two ways. Defense Mobilization 
Order 18-A issued August 3, 1953, requires the Department of Defense to submit 
to the Office of Defense Mobilization prior to actual disposal, all listings of pro- 
duction equipment which have been declared in excess of its needs. Upon the 
expiration of 30 days, the Department may proceed with its proposed disposition 
unless the Director of ODM directs otherwise. 

DMO-VII-4, issued August 9, 1953, provides that Department of Defense- 
owned tools and equipment shall not be leased for nondefense production except 
when plans for leasing have been submitted by the Department of Defense and 
approved by the Office of Defense Mobilization. 

Since the issuance of these two orders, no cases have been submitted to the 
ODM involving the disposition of production equipment to foreign governments 
or organizations. 

We do know, however, that prior to the issuance of these orders some few 
instances of loaning or leasing United States Government-owned production 
equipment to foreign companies did occur. Under date of June 30, 1953, the 
Office of the Secretary of Defense submitted to the Senate Committee on Appro- 
priations the listing of all Defense Department facilities contracts including those 
entered into with foreign companies. 


TRANSFER OF EXCESS MATERIALS TO THE STOCKPILE 


Then, there is this additional authority: 

(f) Notwithstanding any other provision of law to the contrary, metals, 
minerals, and materials acquired pursuant to the provisions of this section which, 
in the judgment of the President, are excess to the needs of programs under this 
Act, shall be transferred to the national stockpile established pursuant to the 
Act of June 7, 1939, as amended (50 U. S. C. 98-98h), when the President deems 
such action to be in the public interest. 


CONTROL OF DIRECTOR OF ODM OVER DEFENSE PRODUCTION PROGRAMS 


Keeping those provisions of the law in mind, Executive Order 
10480 of August 14, 1953, provides in section 101 (a) that— 
every officer and agency of the Government having functions under the Defense 
Production Act of 1950, as amended, * * * shall perform the said functions 
subject to the direction and control of the Director of the Office of Defense 
Mobilization. 

By sections 303, 305 and 306 of the Executive order the Adminis- 
trator of General Services is authorized to make purchases, commit- 
ments to purchase and improvements to industrial facilities under 
section 303 of the Defense Production Act, and section 312 of the 
order provides that— 
the functions conferred by sections 303, 305, and 306 of this order shall be carried 


out in accordance with programs certified by the Director of the Office of Defense 
Mobilization. 
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That goes back to the question we were discussing earlier. 

Then sections 310 and 311 of Executive Order 10480 authorize the 
Reconstruction Finance Corporation and the Export-Import Bank of 
Washington to make loans under section 302 of the Defense Produc- 
= Act and each authorization is subject to the limitation that a 
oan— 


shall be made only upon certificate of essentiality of the loan, which certificate 
shall be made by the Director of the Office of Defense Mobilization. 


EXPLORATION OF MINERALS AND METALS 


Under the heading of ‘‘Exploration”’: 

Section 304 of Executive Order 10480 provides that— 
The Director of the Office of Defense Mobilization is hereby authorized and di- 
rected to encourage the exploration, development, and mining of critical and 
strategic minerals and metals, as authorized by and subject to the provisions of 
section 303 of the Defense Production Act of 1950, as amended. 

Then finally, under the heading of “Transfer to stockpile”: 

Section 307 of Executive Order 10480 provides that— 
The functions conferred upon the President by section 303 (f) of the Defense 
Production Act of 1950, as amended, with respect to transfers to the stockpile 
referred to in the said section, are hereby delegated to the Director of the Office 
of Defense Mobilization. 

With those basic responsibilities given to us either by statute or by 
the President in mind, here are the major tasks and work programs 
for 1955: 


DETERMINATION OF ADEQUACY OF STRATEGIC MATERIALS 


First of all, there is the task of determining the adequacy of stra- 
tegic materials for wartime conditions. 

Some 300 materials have been identified as strategic for national 
security programing. The materials area analyzes each strategic 
material in terms of its wartime supply and requirements, with con- 
sideration being given to strategic, financial, technological, substitu- 
tion and conservation factors. This analysis forms the basis for 
establishing and revising stockpile objectives and for expansion goals 
in the materials area. 

The work programs for fiscal 1955 include: 

(a) Develop revised requirements data for strategic materials in 
association with the production area, to reflect the revised plans of 
the Joint Chiefs of Staff. 

(b) Develop revised supply data for strategic materials to give 
cognizance to technological developments, new sources of supply, 
and changes in conditions affecting foreign sources of supply. is- 
torical supply data are obtained from the various statistical services 
of the Government, such as the Bureau of Mines. Technical advice 
is secured through interdepartmental commodity committees and the 
Industry Advisory Committees of the Department of Commerce. 
Consideration is given to the possible use and development of sub- 
stitutes. Supplies, adjusted for various wartime risk factors, are 
projected for strategic time-periods in the future. 


41872—54—pt. 2——5 


a 


1238 
ESTABLISHMENT OF STOCKPILE OBJECTIVES 


The next task, flowing very naturally from that, of course, is the 
job of establishment of stockpile objectives: 

1. The Office of Defense Mobilization has full responsibility for 
deciding what materials are to be stockpiled. Some 75 stockpile 
objectives have been established for this purpose. It is the responsi- 
bility of the materials area to prepare such objectives for the approval 
of the Director. 

Here is the job as far as fiscal 1955 is concerned: 

We must bring up to date the system for discounting supply of 
strategic materials from foreign sources to reflect changes in the critical 
factors affecting the availability of wartime supplies. The advice on 
that will come from the Joint Chiefs of Staff. 

In the light of the revised supply and requirements data, we will 
review some 59 stockpile objectives. These include: Chromite, cobalt, 
columbite-tantalite, manganese, chryolite, asbestos, tin, copper, lead 
and zinc, aluminum, bauxite, beryl, and selenium. Nickel is being 
reviewed right now because it is one of our most important stockpile 
items. 

Mr, Puiuiies. Why do you include nickel? Testimony from other 
agencies would indicate that we are approaching a situation where no 
additional time of investigation is necessary. 

Mr. Fiemminea. That no additional time? 

Mr. Puruies. I mean to say, apparently the investigations in the 
past have produced a change in the production which promises to give 
us the nickel we need. 

Mr. Fiemmina. Well, I am not quite that optimistic on the basis 
of the information I have, but the thing I am talking about here is 
this, that a question has been raised as to the validity of the present 
goal in nickel. The Department of Defense at the present time is 
making a very exhaustive study of its requirements for nickel. As 
soon as that is made available, which will be around the first or middle 
of April, we will take that, along with other relevant information, and 
reconsider this stockpile objective, and see whether it should be 
increased or decreased or stay where it is. 

Mr. Tuomas. How can you bring up anything that is of any 
material value to you other than what you already know? You have 
gone to Cuba and put in an additional $50 million in plant capacity ; 
you have gone up to Canada and developed the Falconbridge prop- 
erties. Are you going to throw that out the window? 

Mr. Fiemmina. No, sir. 

Mr. Tuomas. I think you have given us a highly overworded work 
picture, and when you boil it down it does not mean too much. You 
have stockpile objectives and they have been met in some instances 
and not met in others. You have spent a large amount of money to 
get production up in those items where the stockpile objectives have 
not been met, and now you are talking about throwing it all out of 
the window. 

. Mr. Ftemmine. Congressman Thomas, I do not think that will 
happen. Let me stay with the nickel for just a minute. There the 
demand is still considerably in excess of supply and as a result the 
civilian economy is being pinched at the present time. Consequently, 
some questions have been raised as to the validity of the stockpiling 
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requirements. The Department of Defense is making a detailed 
study of the requirements picture. I am not in position to prophesy 
what the outcome will be, but I do think that when you consider the 
rapid changes that take place in the field of technology, and when you 
consider the changes that take place in connection with our dependence 
on certain sources of supply, it does make good sense periodically to 
take a look at the stockpile objectives and see if we are really protect- 
ing the security of the Nation. 

Mr. Tuomas. There is no argument on that basis. We agree with 

you. 
2 Mr. Fiemmine. That is what I am talking about, Congressman, and 
I feel very keenly the responsibility that has been vested in us in this 
particular area, because if we move into stepped-up or all-out mobili- 
zation, and if it develops we do not have an adequate supply, and if 
it develops that the reason we do not have an adequate supply is 
because we have not kept on top of the requirements picture, the 
responsibility comes back to us. 

Mr. Tuomas. Of course we know we do not have an adequate 
supply. 

Mr. Fiemmina. As to certain items. 

Mr. Tuomas. We are talking about nickel. 

Mr. Fiemmrina. That is right. We have taken steps and we hope 
they will produce sufficient additional supply to bring the situation 
more into balance, but that makes it even more important to pursue 
our stockpile program vigorously, because we do not know how much 
time we have. 

Mr. Puiturps. Do you analyze, purchase, or stockpile for the 
Atomic Energy Commission? 

Mr. Fiemminea. No, they handle their operations. 


RESPONSIBILITY FOR STOCKPILE PROCUREMENT AND MANAGEMENT OP 
INVENTORIES 


In the direction of stockpile procurement and management ODM 
has full responsibility for the direction of stockpile procurement and 
the management of stockpile inventories. 

In this context the materials area prepares for issuance by the 
Director: 

(a) Procurement directives to GSA which state what materials to 
buy, their specifications, their quantities, and their rates of purchase; 

(6) Guidance for inventory storage; 

(c) Rotation programs to prevent inventory deterioration or to ob- 
tain better balance in grades and, finally, policies for withdrawal or 
disposal of strategic materials from the stockpile. 

Now, looking at that task for 1955, here are some of the things 
that will have to be done: 

(a) Prepare stockpile procurement directives to take into account 
revised stockpile objectives, new urgencies and to give cognizance to 
changed market conditions. 

(b) Review specifications of stockpiled materials to determine 
whether lots of materials, that have been transferred from other 
Government accounts but which do not conform to current purchase 
specifications, are suitable for wartime requirements. 
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As you know, under existing law, some things have been transferred 
over to the stockpile without cost, and some of these materials may 
not be of any use at all. 

C. Analyze the more than 300 stockpile storage locations from the 
standpoint of strategic dispersal in the light of Soviet Russia’s in- 
creased attack capabilities.. 


DEVELOPMENT OF EXPANSION PROGRAMS TO FILL GAPS IN STRATEGIC 
MATERIALS 


Now, our next major task in this area is the development of expan- 
sion programs to fill gaps in strategic materials. 

1. The materials area prepares expansion programs for strategic 
materials for which governmental financial assistance is required to 
overcome wartime deficiencies. 

In this process, the materials area (a) determines expansions that 
cannot be accomplished by private investment; (6) requests the appro- 
ye delegate agencies, for example, GSA, Interior, Agric ture, 

xport-Import Bank, or Treasury, to develop a provisional program 
for submission to the ODM Borrowing Authority Review Board; 
(c) reviews the provisional program with articular attention to the 
suitability of the Government’s financial obligation which may involve 
direct loans, advances against production, firm or contingent purchase 
ooprpeet, and/or provision of Government-owned equipment; and 
(d) maintains close watch over approved expansion programs to 
ascertain progress. 

As of December 31, 1953, the probable ultimate net cost to the 
Government of active expansion programs was estimated to be 
somewhat in excess of $1 billion. 

oo question I will explain in more detail when I get into financial 

icy. 
bier The work program for fiscal 1955, in view of revisions in supply- 
requirements data, is centered on the review of some 25 expansion 
programs that involve the borrowing authority of the Defense Pro- 
duction Act. 

Particularly important programs include titanium which, as you 
know, is needed for the aircraft program at the present time. Pro- 
duction capacity constitutes the major bottleneck, and as a result 
available supplies are much below wand the Department of Defense 
says they need. 

In that area, Mr. Chairman, and it illustrates how we work, because 
of the requirements involved, and the complex nature of the problem, 
I have set up a special task force. I have brought in Dr. Kellogg 
from Columbia University to head up the task force, and I have 
asked Mr. Wormser, the Assistant Secretary of the Interior, to serve 
on it. We will add one additional person to the task force. I am 
asking them to look into the whole situation and to bring out in a 
period of approximately 90 days a proposed Government program. 

Mr. Yates. Are they paid on a salary basis, or as consultants? 

Mr. Ftemminea. Dr. Kellogg is paid as a consultant. 

Mr. Yares. At the rate of $50 a day? 

Mr. Fiemmina. Yes, that is correct. 
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Mr. Wormser, of course, does not receive pay for this assignment 
because he is already Assistant Secretary of the Interior. The third 
man would be a consultant. 

Mr. AnpReEws. Is that to investigate just titanium? 

Mr. FiemMina. Yes; just to investigate titanium. 

They have had very long hearings over on the Senate side before 
Senator Malone’s subcommittee on this whole problem, and they have 
developed a considerable amount of testimony indicating that this 
could be one of our most serious bottlenecks. 

Mr. Anprews. I am just looking at the list of strategic materials 
that GSA gave, and I see that it is not on there. 

Mr. Fiemmine. We have not yet put that on the stockpile list, 
because whatever we can get at the present time is going right into 
military production. 

Just as soon as we can get a little ahead of the game it will go on 
the stockpile list. 

Selenium is another one which is needed for the electronics pro- 

am. Research is being carried on at the present time on recovery 
rom scrap and sources other than residues of copper refining. 


ALUMINUM PROGRAM 


In the field of aluminum we have a major problem on our hands, 
The Department of Defense is making a very detailed study of the 
requirements in that area and that will be used as a basis for deter- 
mining whether or not we will go ahead with a third round of expan- 
sion in the aluminum field. 

Mr. Puiuurrs. I thought we had aluminum plants that were not in 
use at the present time. Do we not have them? 

Mr. No, Mr. Chairman. 

Mr. Patups. They are all in use? 

Mr. Fiemmrina. Yes, sir. 

Mr. Puiuurps. And none of them are in the course of preparation 
at the present time? 

Mr. Fiemina. There is a certificate out on one of them. That is 
the Harvey plant up in the Northwest, but not very much progress 
has been made on getting that one underway. 

Mr. Puitutres. Is not that because of the opposition of Bonneville 
and other interests up there? 

Mr. Fitemmina. There is a real question involving the availability 
of power and it also involves the submission of a possible request to 
the Congress for authority or funds. 

Mr. Pures. What seems to be the trouble there? Is it because 
Mr. Harvey wants to spend his own money on the plant, instead of 
getting the money from the Government? 

Mr. Fiemmsna. I am not familiar enough with the details of it to 
respond to that question, Mr. Chairman. 

Mr. Youne. There is a transmission-line problem involved. 


Mr. Puiuurps. Mr. Harvey wants to spend his own —— on the 
wer and he seems to have more difficulty than appears to 
able. 
Mr. Fiemmina. They have a certificate for the building of an. addi- 
tional aluminum plant which would be a part of the third round of 
expansion in aluminum. 


e justi- 
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As the chairman indicates, they have been running into difficulty, 
as far as availability of power is concerned. 

I would like to, if I may, just insert in the record a brief paragraph 
at this point on what constitutes the stumbling block. 

Mr. Putuuips. I shall be glad to have that. 

Mr. FLemmina. That is fine. That will be included. 

(The matter referred to is as follows:) 

The question of a supplemental appropriation to cover service power facilities 
is now under discussion by staff of the Office of Defense Mobilization and the 
Bureau of the Budget. 

Mr. Fiemmina. I have already discussed nickel. Then there is an 
acute stockpile deficit in tantalite. 

Mr. Puiuires. For what is that used? 

Mr. CLeveLaAND. It is used to produce bigh speed cutting and 
high temperature steel alloys. 


MANAGEMENT OF INVENTORY OVERRUNS IN STOCKPILE OBJECTIVES 


Now, the next thing we have to work on in 1955 is to manage 
inventory overruns in stockpile objectives in such a manner as to 
avoid producing serious adverse economic effects. 

We have overruns as far as some of these materials are concerned. 
These overruns are the result primarily of transfers from other 
Government accounts or changes in estimates of wartime require- 
ments subsequent to acquisition. 

Careful item-by-item analysis is required. Disposal actions will 
be taken only after reappraisal of stockpile objectives, after con- 
sulation with the Joint Committee on Defense Production and the 
producing and consuming industries affected. 

In addition, public announcement will be made regarding the 
amounts to be sold, the timing of sales, and the minimum market 
prices that must prevail at the time of sale. 

Those materials which may present surplus problems in calendar 

ears 1954 and 1955 as a result of Defense Act expansion programs 
include the following: Copper, lead, zinc, tin, magnesium, tungsten, 
linseed oil, and long-staple cotton. 


STAFFING OF OFFICE OF ASSISTANT DIRECTOR FOR MATERIALS 


Now, Mr. Chairman, on the basis of the responsibilities that have 
been placed upon us in this particular area, I have taken a careful 
look at our staffing pattern, and I do not believe that I can recommend 
the kind of changes that I have recommended in the other area. 

I cannot escape the fact that the final responsibility rests with the 
Director of ODM in this field. I feel that we must have available 
technical advice and assistance which I hope will not only keep us 
out of trouble, but which will result in our making the kind of 
decisions that are in the best interests of the Nation’s security 
program. 

It is a very sensitive area, as you can see, and the authority given 
to the Director of ODM by the Congress and the President in this 
particular area is very wide. 

Mr. Purturrs. Admitting all of that I think it is questionable as to 
whether or not there is not marked duplication between the ODM 
staff on the same subject as the GSA staff. 
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Mr. FLtemmina. That is a fundamental question, Mr. Chairman. 

Mr. Puruuirs. First of all, how many of the 50 indicated are 
actually employed? 

Mr. FLemminc. It is a reduction from 65 to 50. 

Now, may I address myself to your question, Mr. Chairman? It is 
clear from the law that the ultimate responsibility and authority, 
under the President, rests with the Director of ODM in this area. 

Mr. Yates. Responsibility for what? 

Mr. Fiemmina. For this whole stockpile and materials program. 

I have described here the kind of things that our staff is domg and 
the kind of tasks that it is performing. Now, if this committee or 
anybody else discovers that there is somebody else performing the 
same tasks then I feel that it only makes good sense to take that 
personnel away from the other agency which is performing the same 
tasks. It should not be taken away from the agency that has final 
responsibility for it. That is my general feeling on that, Mr. Chair- 
man. 

I would say that if there is duplication this committee is in a far 
better position to judge of that than I am, because after all, GSA 
appears here just as we have appeared here. My feeling is that if 
there is overlapping or if there is duplication, that the agency which 
has the final responsibility in this field should be given the personnel 
it needs to discharge that responsibility in an adequate manner. 

Having said that, I want to say that it is my philosophy, and I will 
continue to follow it, to utilize the resources that exist in other 
agencies to fullest possible extent. 


RELATIONS WITH OTHER GOVERNMENT AGENCIES ON STOCKPILING 
FUNCTION 


Mr. AnpreEws. Your agency is not the only one set up to purchase 
and store this material? 

Mr. Fuemmina. No. 

Mr. Anprews. As a matter of fact, we have three Government 
agencies concerned with stockpiling strategic materials. The first is 
the Joint Chiefs of Staff? 

Mr. Fiemmina. Only in the sense of giving us technical advice. 
by have no ultimate responsibility for it. The responsibility rests 
with us. 

Mr. Yates. What about the determination of the requirements? 

Mr. AnprEws. They determine the requirements that the military 
will need; do they not? 

Mr. FLemminc. The Department of Defense, with the assistance 
of the Joint Chiefs of Staff, does give us requirements information. 

Mr. AnpreEws. Let us say the Department of Defense does, and 
it is number one? 

Mr. Fiemmina. That is right. 

Mr. AnprREws. Second is ODOM 

Mr. FLemmuine. ODM, yes. 

Mr. Anprews. And third is GSA. 

Mr. FLemmine. Yes, sir, that is right. 

Mr. ANprews. Are there any other agencies of the Government 
which are concerned with stockpiling strategic materials? 

Mr. Fitemmine. AEC handles their own problems. 
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Mr. AnprRews. Are there any other Government agencies concerned 
with stockpiling strategic materials? 

Mr. Ftemmina. No, I do not think that there is any other agency 
that has any operating responsibility in this area. 

Mr. CLEVELAND. Yes, that is correct. 

Mr. Youna. We seek the advice of the Department of Commerce 
<s the impact that the taking of certain materials would have on 
industry. 
og Civil Defense has stepped into other areas and made 
changes in programs. Do they have any relation to you? 

Mr. Fitemmina. No, they do not have. 

Civil Defense was given by the Congress some stockpiling authority, 
but for stockpiling the kind of items that the civilian population 
would need in the event of an attack on the United States there is 
no overlapping or duplication between ODM and Civil Defense. 

Mr. Kenpauu. They stockpile such things as medical supplies, 
and certain engineering equipment which would be used in disasters 
and things of that nature. There is no duplication between any of 
the things now stockpiled under the Stockpiling Act and what is 
stockpiled under the Civil Defense Act. 

Mr. Fiemmrne. I think this has to be kept in mind, that we get 
requirements from the Department of Defense. We get advice from 
the Department of the Interior, from the Department of Commerce 
and from other agencies on defense-supporting requirements, but 
in the final analysis under Reorganization Plan No. 3 we have to make 
the ultimate decision. We have to assume the responsibility for those 
decisions. If anything goes wrong this committee, or anv committee 
of Congress can hold the Director of ODM responsible for it. 

Mr. Anprews. As a matter of fact, if anything goes wrong and we 
get into a shooting war and find that we do not have a sufficient 
supply of X material, it is too late then to try to find out who is 
responsible for that lack. 

Suppose the Department of Defense tells you that they need a 
certain quantity of a certain item. 

Mr. Fiemminea. Say aluminum for example? 

Mr. Anprews. Well, anything. 

Mr. Fiemine. Yes. 

Pea Anprews. Does your agency have the authority to overrule 
em? 

Mr. Fiemmine. We do. 

Mr. Anprews. And to cut down their request? 

Mr. FLemMina. Yes, sir, we do. 

Mr. Anprews. Have you done that? 

Mr. Fiemmina. We have not followed that practice since this 
responsibility was placed on us last summer. So far I know of no 
instance where we have cut back Defense requirements. 

Mr. ANpDrRews. Are you prepared to say whether or not the De- 
pertment of Defense is accurate in the estimates that they give to 

ou? 
Mr. Fiemina. In my Secretary Wilson and Deputy 
Secretary Kyes are doing the nest job of screening requirements for 
the three services that has ever been done. 
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Mr. Anprews. Are the requests for quantities and qualities 
sereened by Secretary Wilson and his associates before they reach 
you? 

* Mr. Fiemmine. When it comes to us it comes from the Secretary 
of Defense. 

Mr. AnpreEws. Then it has been screened when it comes to you? 

Mr. Fiemmine. That is right. 

Mr. Anprews. Then why is it necessary, in your judgment, to 
rescreen their request? 

Mr. Fiemmine. We do not, but the authority to do it rests with 
ODM, and, consequently, if the Department of Defense should go 
completely haywire on requirements and we accepted their certification 
you would have the right to hold us responsible for it. 

During World War II and during the period following Korea, the 
agency comparable to the present ODM did screen requirements from 
the Department of Defense. The demands from the civilian economy 
and the military were so far in excess of supply that it became necessary 
for someone to go through a very thorough screening process, and act 
as a referee between the military and the civilian economy. 

That authority is still vested in ODM under the Defense Production 
Act. Up to the present time I have not felt the need for exercising 
that authority. 

Mr. Yares. Even nickel? 

Mr. Fiemmrne. Insofar as nickel is concerned, Defense is screening 
the military requirements figure. We will get the detailed story of 
how the screening process is carried on in the Office of the Assistant 
Secretary of Defense. If after analyzing that story, there is any 
feeling on our part that the requirements are exaggerated we will make 
our own study of the situation. 

Mr. Yates. But you just told us you were not going to do that 
because you had complete confidence in Mr. Kyes. 

Mr. Fiemmina. We would not have to unless we had some reason 
to believe that they had exaggerated their requirements. 

Mr. Yares. You better check your previous statement on that, 
Mr. Flemming. 

Mr. Fiemmina. I think it was consistent, but I appreciate having 
that opportunity. 

In other words, on nickel if we find, after making a detailed stud 
of the way they have gone about it, that there is some reason to chec 
it we will go back and take another look at it. However, on the 
basis of the way they have been operating I do not think that it will 
be necessary to do that. 

Mr. Puiuurrs. The question is not whether you are inconsistent, 
but whether you are overstaffed. If you do not have to check the 
material requirements which come to you from the Department of 
Defense which I think would be your principal source of demand for 
strategic materials, then do you need 50 people as a standby group in 
case the requirements of the future demand a careful rechecking? 

Mr. Fiemmine. If we get into a position where we desire to go back 
into a detailed study ae check the requirements this staff would not 
come close to being adequate for the purpose. 

Mr. Chairman, Tet me see if I can leave some impression on the 
record as to the reasonableness of this request. 
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We had a part of this responsibility transferred to us from the old 
Munitions Board of the Department of Defense. 

Now, they had far more people handling this part of this respon- 
sibility than we have to handle all of the stockpiling responsibility 
plus the materials expansion responsibility. 

Mr. Puiuures. We are still a little bit in the dark as to what all 
these people do. 

You have a secretary listed for every three people. That is not 
bad, that is not excessive if all of the people are constantly getting 
out reports and material, but I question if they are doing that. There 
is $300,000 in your budget for these secretaries alone. 


REVIEW OF STOCKPILE OBJECTIVES 


Mr. Fiemmina. Mr. Chairman, take this question of a review of 
the stockpile objectives. There are 59 stockpile objectives which, in 
a hy, ent, must be reviewed during the fiscal year 1955. 

r. How many? 

Mr. Fiemmine. Fifty-nine. 

Now, obviously we have to have technically qualified and competent 
people to bring together all of the factors involved and the information 
that comes from the Department of Defense and the other departments 
and agencies of the Government, in order to evaluate all of it and ar- 
rive at some kind of a sound conclusion. 

Mr. Purtures. Let us move along to Financial Policy and Stabiliza- 
tion. If you have no rationing in either program, why do you need 
16 people in Stabilization, and if this certification is being done by 
another agency, why do you need 26 people in Financial Policy? 

Mr. Friemminea. Shall I take up Financial Policy next, Mr. 
Chairman? 

Mr. Putuurps. As you wish. 


FinanciaL Pouicy AREA 


Mr. Fiemminea. I a I would take it up next because it ties 
in with both materials and production. 


AUTHORITY FOR RAPID TAX AMORTIZATION 


First of all let us deal with the legal authority on certification of 
cases for rapid tax amortization. 
Executive Order 10480 of August 14, 1953 (sec. 101 (b)) provides 
that— 
the Director of the Office of Defense Mobilization shall * * * be the certifying 
authority for the purposes of and within the meaning of subsections (e) and (g) 


of section 124A of the Internal Revenue Code, as added by section 216 of the 
Revenue Act of 1950, approved September 30, 1950. 


Section 124A of the Internal Revenue Code, added by the Revenue 
Act of 1950, provides for amortization of the cost (adjusted basis), of 
an emergency facility over a period of 60 months. The statute 
(subseec. (e)) directs that— 

There shall be included only so much of the amount of the adjusted basis of 
such facility (computed without regard to this section) as is properly attributable 
to such construction, reconstruction, erection, installation, or acquisition after 
December 31, 1949, as the certifying authority, designated by the President by 
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Executive order, has certified as necessary in the interest of national defense dur- 
ing the emergency period, and only such portion of such amount as such authority 
has certified as attributable to defense purposes. 

Mr. Puituirs. But that is certification. Does that say that you 
have to have those people to reject, prehaps, some material which 
was prepared by GSA? 

Mr. FLtemmine. Well, Mr. Chairman, GSA does not get into it. 
Do you mean Defense Transportation or Commerce or Interior? 

Mr. Puiuurrs. No, I had in mind Defense Transportation. 

Mr. Fuemmina. Again, that is a basic issue, Mr. Chairman, and 
I would like to address myself to it. 

You know, we have provided for a greatly reduced workload. 
Provision was made for sixty-odd people in that unit for this year, and 
we have cut it back down to 26 people. 

Mr. Putuurrs. That is less than half. 

Mr. FLEMMING. Yes, sir. 

Mr. Puituirs. Maybe we had better go over some of these others. 

Mr. FLtemmina. I am talking about the reduction from the fiscal 
year 1954. 

ODM has final responsibility for the issuance of these tax amortiza- 
tion certificates after receiving the recommendations of the Defense 
Transportation Administration, or Commerce or Interior. 

The only assistance we get from Defense Transportation, Commerce, 
Interior, and so forth, is to go to them and ask them to give us advice 
on particular cases. We have to assume responsibility for fixing the 
percentage of the capital investment that are to be amortized over a 
period of time. We have to assume the responsibility for the way in 
which this particular law is administered by the executive branch. 
I do not believe that we should have taken away from us the per- 
sonnel that we need to discharge that responsibility because somebody 
else comes along and says that they are also in the picture when they 
are in the picture only to the extent that we turn to them for technical 
advice. If we did not do so, we would have to build up a staff much 
larger than this. However, they do not have responsibility for final 
action, and we do have that responsibility. 

Mr. Purturps. It is very rarely that you have to change recom- 
mendations based on material that the others have prepared so it 
seems to me that if you are required to exercise legal responsibility 
and you have confidence in the material you have received from the 
activities of the Defense Transportation Administration Certification 
Division, then all you have to do is give formal approval, and thereby 
save approximately $50,000 a year. 

Mr. Fuemmine. Mr. Chairman, if this were an activity that was 
going up in terms of volume, instead of going down probably, in the 
period of the next year or two, to the place where it will virtually dis- 
appear, I think I would be willing to accept your philosophy, which 
would be the philosophy of delegating a great deal of authority to act 
on the issuance of these tax-amortization certificates to DTA, Com- 
merce, Interior, and so forth. But, when it is going down, it seems 
to me it is much better for the responsibility to be centered at one 
point in the Executive Office of the President rather than to delegate 
it out to a great many different agencies. The program does not 
have the volume and the magnitude that justifies delegating it out to 
a great many different agencies. 
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I think it is much better to keep it right in ODM, and if this com- 
mittee or any committee finds that there are personnel of DTA dupli- 
cating what is going on in ODM, then that personnel should be 
stricken. 

I take the same position on that that we did on materials. 


BORROWING AUTHORITY FUNDS 


I would like now to turn to the legal authority for this borrowing 
authority that we have been talking about from time to time. 

Executive Order 10480 provides under section 308 that— 
the authority conferred upon the President by section 304 (b) of the Defense 
Production Act, as amended, to approve borrowing from the Treasury of the 
United States is hereby delegated to the Director of the Office of Defense Mobiliza- 
tion. 

Sections 302 and 303 of the Defense Production Act authorizes 
financial assistance to private enterprise for national-defense pur- 
poses in the form of loans, loan guarantees, purchase commitments, 
subsidies, and plant improvements. Section 304 (b) provides that— 
any agency created under this section, and any department, agency, official, or 
corporation utilized pursuant to this section is authorized, subject to the approval 
of the President, to borrow from the Treasury of the United States such sums 
of money as may be necessary to carry out this function under sections 302 and 
303: Provided, That the amount borrowed shall not exceed an aggregate of 
$2,100,000,000 outstanding at any one time: Provided further, That when any 
contract, agreement, loan, or other transaction, heretofore or hereafter entered 
into pursuant to section 302 or 303, imposes contingent liability upon the United 
States, such liability shall be considered for the purposes of sections 3679 and 
3732 of the Revised Statutes, as amended, as an obligation only to the extent of 
the probable ultimate net cost to the United States under such transaction; and 
the President shall submit a report to the Congress not less often than once 
each quarter setting forth the gross amount of each transaction entered into by 
any agency of the United States Government under this authority and the basis 
for determining the probable ultimate net cost to the United States thereunder. 

Now, if I could go into a little more detail on the borrowing authority 
I should like to, because, as we have observed, it is a very unusual 
delegation of authority by the Congress to the executive branch. 

_ The fund of $2.1 billion commonly referred to as “Borrowing author- 
ity” is authorized under title III, section 304 of the Defense Production 
Act of 1950 as amended. 

The fund is covered on pages 81 through 84 of the printed budget 
for fiscal year 1955 under the following caption: “Revolving and 
Management Funds,” ‘Public Enterpirse Funds,” and ‘Expansion 
of Defense Production.” 

The fund is available to finance defense loans as covered by section 
302 of the Defense Production Act. It is available also for the pur- 
chase of materials for Government use or resale, the installation of 
equipment in privately owned plants, exploration and other purposes 
stated in section 303 of the Defense Production Act, all in the interests 
of expanding productive capacity and supply for defense. 

The law directs that contracts or commitments which impose a 
contingent liability on the Government shall be obligated only to the 
extent of the probable ultimate net cost to the Government. The 
law also requires that a quarterly report be submitted to the Congress 
reflecting the gross transactions, the probable ultimate net cost and 
the basis for determining the probable ultimate net cost. These 


1249 


reports have been submitted regularly—the latest is as of September 
30, 1953. The report as of December 31, 1953, is in process at the 
moment. 

The total fund is under the program control of ODM. This con- 
trol is exercised by first allocating the funds subject to certification 
and, second, the issuance of certifications. Allocations and certifica- 
tions are issued as follows: 

(a) To the RFC (agent of the Treasury Department) for working 
capital and facility expansion loans for domestic activities. 

(b) To the Export-Import Bank of Washington, D. C., for working 
capital and facility-expansion loans for foreign activities. 

(ec) To the Department of Agriculture for expansion programs in 
the fields of food, food facilities, and other agriculture products. 

(d) To the Department of the Interior for domestic exploration of 
strategic and critical materials. 

(e) To the General Services Administration for expansion programs 
covering strategic and critical materials and expansion of production 
equipment capacity. 

Funds allocated and covered by ODM certification are not available 
for obligation by the five agencies mentioned above until apportion- 
ment has been approved by the Bureau of the Budget. 

The total fund is subject to expenditure control by fiscal year as 
established by the Bureau of the Budget. This expenditure control 
guides the allocation and certification functions of ODM and the 
a functions of each agency utilizing borrowing authority 
funds. 

Borrowing authority funds are not utilized for any purpose for which 
Congress has appropriated funds. This point of control is initially 
exercised by ODM in the certification process and reviewed by the 
Bureau of the Budget in the apportionment process. 

Expansion programs were undertaken soon after the outbreak of 
hostilities in Korea. With few exceptions these expansion programs 
were confined to commodities for which there was an unfilled stockpile 
objective. Contractual guaranties to expand supply extended over 
many kia law permitted 10 years—based on estimates at that 
time of the requirements to meet a potential war. 

Mr. Puitures. Would you have any idea of the number and amount 
of loans made inside the continental limits and outside the continental 
limits of the United States? 

Mr. Parne.u. I do not have that list, Mr. Chairman. 

Mr. Puiuurrs. If these are used for domestic purposes, why do you 
emphasize the Export-Import Bank? 

Mr. Fiemmina. They are used for both purposes, Mr. Chairman. 


DOMESTIC-FACILITY LOANS, SECTION 302 


Mr. Tuomas. At this point, insert in the record a list of those loans, 
both foreign and domestic. You have outside borrowing authority 
of $2,100 million, but what have you done in the way of making loans? 

Mr. Putuurps. You do use it. You lend so much, and you have so 
much left. 

Mr. Parne.u, That is right. 

Mr. Putuuips. | presume it is a revolving fund, because you cannot 
have more than $2.1 billion out at one time. 
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Mr. Fiemmina. The probable ultimate net cost cannot exceed $2.1 
billion at one time. 


Congressman Thomas, we have a report submitted to the Congress 
for the period ending September 30, 1953, which transmits the infor- 
—— and provides a detailed analysis of it. We might take 1 or 2 
of those. 


Mr. Tuomas. It is not a very long list; insert it in the record at this 
point, 

Mr. FLemmine. Yes, sir. 

(The matter referred to is as follows:) 


Domestic facility loans—Defense Production Act—Sec. 302 loans made by RFC 
as of Feb. 25, 1954 
Amount authorized 

A. B. A. Tool & Die Co., Inc., Manchester, Conn $190, 000 
Adamas Carbide Corp., Harrison, N. J 615, 000 
The Ahrendt Instrument Co., College Park, Md 200, 000 
Airborne Instruments Laboratory, Inc., Mineola, N. Y 828, 013 
Eugene K. Gray and John H. Stephens, trading as Aircraft 

Products Co., King Manor, Bridgeport, Pa 172, 624 
R. W. Johnson, doing business as Ajay Screw Machine Products, 

Anderson, Ind 
Algonac Manufacturing Co., Algonac, Mich 
American Buslines, Inc., Chicago, I 
American Helicopter Co., Inc., Manhattan Beach, Calif 
The Andrews-Alderfer Processing Co., Inc., Akron, Ohio 
Appalachian Mining & Smelting Co., Embreeville, Tenn 
Aviation Fuel Terminals, I1c., Goldsboro, N. C 
J. W. & Louis M. Calary, trading as Bainbridge Bus Co., 

Deposit, Md 
The Cyril Bath Co., Cleveland, Ohio 
R. P. Bennett Co., Inc., Frederick, Md 
Berea Rubber Co., Cleveland, Ohio 
Bjorksten Research Laboratories, Inc., Madison, Wis 
Blue Ridge Transportation Co., Inc., Knoxville, Tenn 
Wm. C. - shakes oing business as Border Truck Lines, El Paso, 


Boston Electro Steel Casting, Inc., Boston, Mass 
The Brush Beryllium Co., Cleveland, Ohio 
Brust Tool Manufacturing Co., Chicago, Ill 


Cell-Form Co., Paramount, Calif 120, 250 
Cromer, Walter M., doing business as Certified Metal Processing 
Laboratories, Los Angeles, Calif 45, 000 
Champion Canvas Supplies, Inc., St. Louis, Mo 47, 249 
Chatham Electronics Corp., Newark, N. J 983, 272 
Chief Consolidated Mining Co., Salt Lake City, Utah 
Cobb & Weldon, Boulder, Colo 
Coleman Engineering Co., Inglewood, Calif 
Columbia River Lime Co., Vancouver, Wash___----_----------- 
Cooper Precision Products, Los Angeles, Calif 
Cripple Creek Coal Co., Fairbanks, Alaska____.....___________- 
Cruver Manufacturing Co., Chicago, Ll } 
Davis Mining Enterprises, Linden, Wis_..-........-.......---- 
Dayton Precision Manufacturing Co., Dayton, Ohio 
Drayer-Hanson, Inc., Los Angeles, Calif 
Druge Bros. Manufacturing Co., Oakland, Calif 
E. & KS Heat Treating & Sand blasting Co., Los Angeles, Calif - -- 


C. L. Bryant Corp., Cleveland, Ohio_--_____-__-----.--------- 475, 000 } 
Buffalo Coal Mining Co., Inc., Anchorage, Alaska_._......._._- 277, 085 

C. B.S. Steel and Forge, Los Angeles, Calif...........-.-.----- 216, 619 
California Electronic Services Co., Inc., Woodland Hills, Calif___- 30, 000 7 
Canoga Corp., Van Nuys, 10, 907 
The J. C. Carter Co., Pasadena, Calif...............-... __L 123, 207 
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Domestic facility loans—Defense Production Act—Sec. 302 loans made by RFC 
as of Feb. 25, 1954—Continued 
Amount authorized 
Eastern States Petroleum Co., Inc., Houston, Tex 
Electronic Associates, Ine., Long Branch, N. J 
at James L., Co., Pawtucket, R. I 


The Fenn Manufacturing Co., Hartford, Conn 


Fontaine Truck Equipment Co., Inc., Birmingham, Ala 
Foster Freight Lines, Inc., Indianapolis, Ind 

The Frohman Manufacturing Co., Inc., Miami, Fla 
Garlynn Engineering Co., San Francisco, Calif 

Garner Instrument Co., San Antonio, Tex 

General Development Corp., Elkton, Md 

ag. date Mining & Exploration Co., Spokane, Wash 


Globe Industries, Ine., Dayton, Ohio 
Green River Steel Corp., Owensboro, Ky 
Hammel-Dahl Co., Providence, R. I 
Hewitt Oil Terminal, North Charleston, 8. C 
Hogan Laboratories, Inc., New York, N. Y 
Homestead Mining Co., Platteville, Wis_._._.________________- 
Hydraulic Research & Manufacturing Co., Burbank, Calif 
Idaho Beryllium & Mica Corp., Caldwell, Idaho 
Imperial Mining Co., Inc., Poplar Bluff, Mo 
G. Philip Stout, trading as Industrial Research Laboratories, 
Baltimore, Md 
Johns Hopkins University, Baltimore, Md 
Jonco Aircraft Corp., Shawnee, Okla 
Lawrence J. Keddy, doing business as Keddy Machine Co., 
Middleton, Mass 
Kolinski Concrete Co., Milwaukee, Wis 
Lambert Tool Specialties Co., St Louis, Mo 
Lambrecht, Louis A. doing business as Lambrecht Trucking Co., 
Sterling, Ill 
Ledoux & Co., New York, N. Y 
Lene pear. Co., Dallas, Temes. 
Lucerne Coke Co., Indiana, Pa 
Lunn Laminates, Inc., Glen Cove, L. I., N. Y 
Marine Aircraft Corp., Fort Worth, Tex 
Marman Products Co., Inec., Inglewood, Calif 
Marquardt Aircraft Co., Van Nuys, Calif 
Mar Vista Engineering Co., Los Angeles, Calif 
The W. L. Maxson Corp., New York, N. Y 
McGlynn Hays Industries, Inc., Belleville, N. J 
Menasco Manufacturing Co., Burbank, Calif 
Merit Sportswear Co., Boston, Mass 
Mid-South Refrigerated Warehouse Co., Memphis, Tenn 
Mifflin Mining Co., Inc., Miffilin, Wis 
Raichel, Theodore T., doing business as Modern Design Engi- 
neers, Los Angeles, Calif 
N. R. K. Manufacturing & Engineering Co., Chicago, Ill 
National Iron Reclaiming Co., Ltd., Birmingham, Ala 
Noon, William A., Drummond, Mont 60, 000 
Northern Consolidated Airlines, Inc., Anchorage, Alaska 705, 550 
Norris, Al, doing business as Al Norris Trucking Contractor, Post, ae 
16, 250 
46, 308 


63, 500 
J. C. Peacock Machine Co., Los Angeles, Calif 264, 000 
Ben Pearson, Inc., Pine Bluff, A 420, 000 
Piasecki Helicopter Corp., Morton, Pa 4, 800, 000 
Plymouth Die-Mold, Inc., Plymouth, Wis 34, 000 
Powers Manufacturing Co., Longview, Tex.__________________- 920, 000 


1, 250, 000 
180, 000 
501, 890 
145, 971 
135, 000 

; Pacific Electric Contractors, Inc., Anchorage, Alaska______ 293, 000 

' James F. Black, doing business as Parkville ['rucking Co., Balti- 
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Domestic facility loans—Defense Production Act—Sec. 302 loans made by RFC 
as of Feb. 25, 1954—-Continued 


Premier Mill Corp., Geneva, N. Y 

N. Ransohoff, Inc., Cincinnati, Ohio 

Rezolin, Inc., Los Angleles, Calif 

Riveo, Inc., Downey, Calif 

Riverside Foundry, Inc., Bettendorf, lowa 

Robb Manufacturing Co., Inc., Pittsburgh, Pa 
Roller Bearing Company of America, Trenton, N. J 
Ross, John, Custer, 8. 

San Manuel Copper Corp., Superior, Ariz 

Sargent Engineering Corp., Huntington Park, Calif 
Sechwien Engineering Co., Los Angeles, Calif 

Secon Metals Corp., New York, N. Y 

Shea Chemical Corp., West Chelmsford, Mass 
Shelton Mining Co., Inc., Joplin, Mo 

Slagle Beryllium Co., Havertown, Pa 

Southern States Oil Co., Jacksonville, Fla 

Oil Corp., Savannah, Ga 


Speneer Wire Corp., Hillside, N. J 
erangene Cable Corp., Chickasha, Okla 


Standard-Thomson Corp., Dayton, Ohio 

Steuart, L. P., & Brother, Inc., Washington, D. C 
Stover Lock Nut & Machinery Corp., Easton, Pa 
Teleflex, Inc., Philadelphia, Pa 

Tennessee Central Railway Co., Nashville, Tenn 
Thiokol Corp., Trenton, N. J 

Thompson Trailer Corp., Alexandria, Va____-___...-.--------- 
Truck Body & Equipment, Inc., St. Louis, Mo 
Tubular Micrometer Co., St. James, Minn 
Tungsten Mining & Milling Co., Spokane, Wash 
Tyson Bearing Corp., Massillon, Ohio 

United States Wire & Cable Corp., Newark, N. J 
Varian Associates, San Carlos, Calif 

Vitro Chemical Co., Salt Lake City, Utah 
Waltham Horological Corp., Waltham, Mass 
Warner Machine Products, Inec., Muncie, Ind 
The 8. K. Wellman Co., Cleveland 

Westoil Richmond Terminals Co., 

White Pine Copper Co., White Pine, M 

Wien Alaska Airlines, Inc., Fairbanks, Alaska 
The Winter Garden Freezer Co., Inc., Bells, Tenn 


Total, 147 loans 


Amount authorized 
720, 000 
44, 545 
2, 098, 988 
66, 029 
638, 207 
Do 1, 801, 199 
1, 900, 000 
810, 000 3 
349, 000 4 
300, 000 
2, 164, 000 q 
880, 521 
395, 000 
16, 134 j 
112, 000 
49, 997 
1, 275, 000 4 
250, 000 
1, 520, 000 
814, 000 
284, 635 q 
225, 000 
3, 800, 000 : 
417, 972 
57, 185, 000 ‘ 
355, 000 
310, 000 : 
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Domestic working capital loans—Defense Production Act—Sec. 302 loans made by 
RFC as of Feb. 25, 1954 
auth- 
or 


Accurate Machine Products Corp., Johnson City, Tenn $30, 000 
Acetogen Fabricators, Inc., Philadelphia, Pa 
Acme Machine Works, Inc., Hingham, Mass 
American Gyro Corp., Santa Monica, Calif 
American Machinery Corp., Orlando, Fla 
Do 
American Woodworking Co., West Haven, Conn 
Inc., Washington, D, C 


Atlantic X-Ray Co., Inc., Boston, Mass 
Bassett, Rex, Inc., Fort Lauderdale, Fla 
Benson-Lehner Corp., Los Angeles, Calif 
Bishop Manufacturing Co., Carlisle, lowa 
Bowlby, R. 8., & West, R. E., doing business as R. S. Bowlby 

Manufacturing Co., Honey Grove, Tex 
Burton-Rodgers, Inc,, Cincinnati, Ohio 
Carlstrom Pressed Metal Co., Westboro, Mass 
Cascade Food Products, Salem, Oreg 
Edward L, Beaudry, Jr., trading as Chase Resistor Co., Morris- 

town, N. J 
Chattanooga Welding & Machine Co., Chattanooga, Tenn 
Cogmatic Co., Milwaukee, Wis 
Consolidated Industries, Inc., Lafayette, Ind 
Control Electronics Co., Inc., Huntington Station, L. I., N. Y_-- 
Cosmo Engineering Laboratories, Inc., Hackettstown, N. J 
Couse Manufacturing, Inc., Newark, N. J : 5, 
Curran, Frank J. Co., Downers Grove, Ill 250, 000 

Do 125, 000 
Dakin Manufacturing Co., Chicago, Ill 100, 000 
The Davies Laboratories, Inc., Riverdale, 20, 000 
Dickey Manufacturing Co. (The), ‘Toledo, Ohio 100, 000 
Dockendorff & Co., Inc., Bridgeport, Conn 75, 000 
Eastern Woodworks, Inc., Baltimore, Md 75, 000 
Electric Service Engineering Co., Joliet, Ill 578, 000 
Entwistle, James L., Co., Providence, R. I 200, 000 
Estes Express Lines, Richmond, Va 15, 594 
Fenn Manufacturing Co., Harttord, Conn 
Fitzgerald Engineering Co., Inc., Coral Gables, Fla 
Fuse Indicator Corp., Rockville, Md 
Gemco Engineering & Manufacturing Co., Inc., Glendale, Ohio__- 
Gottscho, Adolph, Inc., Hillside, N. J 
Bees Manufacturing Co., Lynn, Mass 
Harris Transducer Corp. (The), Southbury, Conn 
Harvey-Whipple, Inc., Springfield, 
Hayward Woolen Co., East Douglas, Mass 
Hazelton Engineering Co., St. Louis, Mo 
Heckethorn Manufacturing & Supply Co., Littleton, Colo 
Hett Associates, Inc., Englewood, N. 
Henle, Arms Co. (The), Deep River, Conn 

Hosdreg Co., Inc., Deming, N. Mex 
Independent Plow, Inc., Neodesha, Kans_..___...___-_.-_-.--. 
Manufacturing Co., Inc., Birmingham, Ala____ 


Jonco Aircraft Corp., Shawnee, Okla 

King Laboratory, Inc., Salt Lake City, Utah 

The Leavitt Machine Co., Orange, Mass 

Lectro Speed Co., Portland, Oreg 

The Lenard Co., Inc., Cambridge, Mass 

Lester Associates, Inc., Hastings-On-Hudson, N. Y 


41872—54— pt. 2-6 


1, 200, 000 
47, 354 
Chinen 100, 000 
50, 000 
52, 892 
25, 000 
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Domestic working capital loans—Defense Production Act—-Sec. 302 loans made by 
RFC as of Feb. 25, 1954—Continued 


Amount auth- 
orized 


Lorain Automatic Serew Machine Co., Inc. (The), Lorain, Ohio_- 
Cartographers, Philadelphia, Pa 


Machine Craft, Inc., Marietta, Pa 

McGrath & Co., Inc., Stillwater, Minn 

McLean Iron Works, Inc., Palatka, Fla 

Metalcraft Manufacturing & Sales Corp., Kansas City, Mo 

Model Engineering & Manufacturing, ne., —— Ind 

New Haven Clock & Watch Co., New Hav en, 

G. O. Noville & Associates, Inc., Los Angeles, Call 

Pameo Corp., Lubbock, Tex 

Pax Metal Cor ., Los Angeles, Calif 

Peoria Consolidated Manufacturers, Peoria, Ill 

Photoswitch, Inc., Cambridge, M 

Nielsen, Gilbert, doing business as Precision Instrument & Model 
Co. , Washington, D.C 

Yarnell Carl F., doing business as Reed-Sharp Co., Knoxville, 


Reinholdt & Lewis, Inc., Salem, Oreg 

Remter Co., Ltd., San Francisco, Calif 

J. W. Rex Co., Dansdale, Pa 

Rich Electronics, Ine., Miami, Fla. 

D. M. Rose & Co., Knoxville, Tenn 

Scott-Browne Corp., Newton, Ohio 

Snearer, W. E. & Wood, W. E., doing business as Shearer Electric 
Manufacturing Co., Little Roek, Ark 

Sherman & Reilly, Inc., Chattanooga, Tenn 

Sbterwood Tool, Inc., Kensington, Conn 

Sketchbook Film Productions, North Hollywood, Calif 

Snocraft, Inc., Norway, Maine 

Southern Products Co., Ine., Birmingham, Ala 


Manufacturing Co., Boston, Mass f 
Speer, Richard A., doing business as Speer Cartridge Works, 
Lewiston, Idaho- 


Superior Instrument * Rochelle Park 
Products Co. of Austin, Austin, 
Jo 


Transportation Seat Co., Bucyrus, Ohio 

Tycoon Tackle, Inc., Miami, ag 

Tycoon Tackle, Inec., Miami. Springs, Fla 

Tyson Bearing Corp., Massillon, Ohio 

Emory Loyd Dell, Jr., doing business as Waycross Machine Ship, 
Waycross, Ga 

Wire Corp. (formerly Spencer Wire Co.) Worcester, Mass_------ 

Wire, Inc., Morton Grove, Ill 

Z-Bar-Inc., Griffin, Ga 


Total, 107 loans 


| 
$100, 000 4 
12, 200 ‘ 
20, 000 . 
60, 000 
150, 000 = 
49, 495 
200, 000 
170, 000 
360, 000 
25, 000 
204, 091 
60, 000 
814, 169 
1, 500, 000 
4, 000 
75, 000 4 
100, 000 
322, 122 i 
343, 204 
10, 000 
162, 000 
50, 00U 
85, 000 
300, 000 3 
25, 000 
35, 000 4 
65, 000 4 
11, 378 
54, 624 
47, 500 
47, 138 
Speer Cartridge Works, Lewiston, Idaho ___ -_---------_____-- 184, 999 
Standard Armament, Inc., Burbank, Calif_....._______-_______-_ 30. 000 
70, 000 
15, 000 
150, 000 
69, VOO 
100, 000 
250, 000 
145, 000 
50, 000 5 
650, 000 
100, 000 
99, 619 
225, 000 
66, 685 
17, 989 
AY 
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Foreign loans—Defense Production Act—Sec. 302 loans made by Export-Import 
Bank as of Feb. 26 1954 
Amount 
Applicant: Authorized 
Cotes de Fer Corporation, Haiti $69, 655 
Zine Nacional, 8. A., Mexico 337, 500 
ICOMI, Brazil 15, 000, 000 
Rhodesia Congo Border Power Corp., Ltd., Northern Rhodesia__ 22, 400, 000 
Campbell Chibougameu Mines, Ltd., Canada 
Molybdenite Corporation of Canada, Ltd_._______-___-___--_-- 
Total, 6 loans 43, 838, 155 
Mr. Tuomas. Is that total broken down between domestic and 
foreign? 
Mr. PARNELL. We can provide that. 
Mr. Tuomas. You do not have too many here. Do you have that 
figure available, Mr. Parnell? 
Mr. Parne.t. I think it is in that report, Mr. Thomas. I can get 
it out and insert it in the record. 
(The matter referred to is as follows:) 


Defense Production Act—Sec. 302 loans—Recapitulation as of Feb. 25, 1954 


Domestic loans: By Reconstruction Finance Corporation. 254 
6 


$284, 478, GRO 
Foreign loans: By Export-Import Bank 


43, 838, 155 


| 

Number | Amount 


260 | 328, 317, 144 


M-. Tromas. I see a table here by agencies, but it does not give 
the material requested. 

Mr. Fiemmina. Of course, all of the Export-Import Bank loans 
would be foreign. 

Mr. Parne tu. There are very few in the foreign field. 

Mr. Tuomas. But you have to approve those loans before the 
Export-Import Bank makes them. 

Mr. Fiemmine. Yes, sir; that is right. 

Mr. Tuomas. So you ought to have the complete total. 

Mr. Fiemmina. We do, and we will break it down for you. 

any Tuomas. Do you have an approxmiate figure that 1s available 
now 

Mr. ParNeELt. In the foreign field it is $43,838,155. 

Mr. Tuomas. What is the approximate figure of the number of 
loans in dollars and cents in the domestic field? 

Mr. Fiemminc. That is just loans in the domestic field, Mr. 
Parnell. 

Mr. Parnetu. Just loans; yes, sir. In the domestic field the figure 
is $284,478,989. 

Mr. Tuomas. I think that figure is already in the record, about 
$300 million. 

Mr. Fiemmina. That is right. 

Mr. Tuomas, This is just the loans themselves? 

Mr. Fiemmina. Yes. These questions have been directed to the 


lending operations and do not include, for example, the materials 
expansion contracts. 
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Mr. Puitiirs. The only catch in the entire fund is that a certain 
amount of the money is not recoverable by us. It is in a sense a grant. 

That is the only part of the entire transaction which is chargeable 
to the national debt so, somebody has to figure out when we lend or 
grant money what the probable loss will be, and that goes against the 
national debt. 

Mr. Fiemmine. That is right. 

Mr. Puitires. When you say that these are loans do you mean 
that we recover all the money we lend out? 

Mr. Parne.u. The interest on these loans will pay for losses and 
the administrative expenses of the loans. That is the experience of 
the Export-Import Bank and the RFC. There has been no indication 
from either of those agencies that we would need to charge the public 
debt with any of the expense of those loans. 

Mr. Tuomas. The price of the purchase covers the loans. In other 
words, Sp give a price when you agree to buy his product, a price 
that will amortize that loan, pay it back? 

Mr. Parne.u. There are guaranty contracts. 

Mr. Tuomas. Most of them are guaranty contracts? 

Mr. ParNe tt. Yes, sir; most of them. 

Mr. Puruurps. That raises the question as to whether the price we 
ay for the material is a price that is comparable to what would have 
een the price on the open market, or are we paying a price just to 

keep our fund in balance? 

Mr. Parne tu. No, sir; basically these contracts and programs were 
entered into because the material could not be had otherwise. 

Mr. Tuomas. You have to pay a premium on everything you buy? 

Mr. Parne.u. Yes, sir. The whole purpose of the program is 
to make material available because it is not otherwise available 
without these contracts. 

Mr. Puiturps. Have we acquired a stockpile at a premium price 
which, when the material comes into production, is relatively less 
than we carry it at on our books? 

Mr. No, sir. 

Mr. Youna. That has to be transferred to stockpile at market 
price at time of delivery. 

Mr. Puiuures. If that is a fact how can you say we have made 
money on the transaction by including interest, to carry the cost of 
administration and prevent a loss? 

Mr. Parnevv. That is on loans. I was referring to the loans, Mr. 
Chairman. 

Mr. FLEMING. It seems to me, that it is confusing unless we keep 
the lending operations separate from expansion contracts. What 
Mr. Parnell said about the lending operations is correct. Then 
there are the contracts that we have entered into for the purchase of 
materials at premium prices. 


COST OF CONTRACTS FOR PURCHASE OF MATERIALS AT PREMIUM PRICES 


There is going to be an ultimate net cost to the Government, as 
far as the purchases of those materials are concerned. That is set 
forth in the report we make each quarter. 

For example, take zinc. On one occasion we entered into con- 
tracts to purchase zinc at prices considerably above the present 
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market for zinc. So when we transfer that over to stockpile the 
stockpile will pay for it at current market prices. So, the difference 
between the two will represent a loss to the Government, and that 
will be part of the ultimate net cost. 

Using rough figures, at the moment we figure the probable ultimate 
net cost is just around $1 billion for all of the transactions entered 
into, just a little over $1 billion. 

Mr. Yares. Of what transactions? 

Mr. Fiemmina. Of all the different transactions that have taken 
place in connection with this $2,100 million authority since September 
1950. 

Mr. THoomas. You have only made $300 million in loans? 

Mr. Fiemmina. Yes, a very small amount. 

Mr. Tuomas. I assume the contracts are where you have spent 
your money. 

Mr. Parnetu. Yes, sir; that is true. 

Mr. Yates. You have spent about $4 billion in that area; have 
you not? 

Mr. Fiemmina. No, we have not. 

Let me see if I can be helpful at this point. The purchases for the 
stockpile have been made, are being made, and will continue to be 
made under funds directly appropriated for that purpose by the 
Congress. That is the $44 billion to which you refer. 

Mr. Anprews. That was spent by GSA? 

Mr. Fiemmine. That is right, was spent by GSA, and the Congress 
appropriated it to GSA for that purpose. There is not any request 
for a direct appropriation this year, but in the past Congress has 
appropriated directly for that particular purpose. So, you have to 
keep that over here and as these materials accumulate that have been 
purchased under these expansion programs they will, from time to 
time, be transferred to the stockpile, but the stockpile will pay the 
current market price, and so the difference between that and the 
premium price becomes our ultimate net cost. 

Mr. Yares. In other words, you have three avenues, one is your 
program, one is expansion, and the other is the stockpiling activity 
or purchasing by GSA? 

Mr. Fiemmina. That is right. 

Mr. Puiuuirs. We seem to be coming back in this case, as we have 
in others, to an authority given direct to the Treasury without coming 
through the Congress for the expenditure of money. 

Mr. Friemmine. I think I would like to just complete the material 
that I was putting in on this borrowing authority fund in order to 
round that out. 


CONTROL OVER PURCHASE OF MATERIALS UNDER BORROWING- 
AUTHORITY FUND 


Due to changes in requirements after contracts were executed, the 
Government is now committed to buy materials under the borrowing 
authority. Those are the materials that were and will be purchased 
at premium prices. Since these contracts exist requiring the Gov- 
ernment to buy materials which qualify as stockpile items, the two 
funds are being controlled as one to assure the best balance possible 
for the Government on each commodity. As members of this com- 
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mittee know, there was a time when the right hand and the left hand 
were not too well acquainted with each other as far as the stockpile 
and the borrowing-authority fund were concerned. We are now 
bringing them together. Every effort will be made to avoid acquiring 
inventory in excess of stockpile objectives. This may not be possible 
in every case. If this happens, it should be noted that the Govern- 
ment is acquiring an asset which may be transferred to the stockpile 
as an added assurance to meet total war. 

In March of 1953 all programs under borrowing-authority financing 
were frozen and a review undertaken by the ODM Borrowing Au- 
thority Review Board, which I set up within the Office of Defense 
Mobilization, to assure a current and sound evaluation of each pro- 
a The results of this review to date were that gross transactions— 
et me put it this way—proposed gross transactions were reduced by 
$983,528,000, so that the Government’s probable ultimate net loss 
was reduced by $36 million as a result of that review, and proposed 
loans were reduced by $68 million as a result of that review. All 
programs now proposed under the borrowing authority are subject 
to periodic reviews by this review board. 

Mr. Tuomas. How many cases are pending before the board? 

Mr. Fiemmine. I will have to check that and put it in the record. 

Mr. Tuomas. Does anyone know? 

Mr. Fiemmine. I understand there are 4 or 5 at the moment. 
That does not mean there are only 4 or 5 in the ODM. There are 
other proposals being worked on at this time. Under orders I have 
issued nothing is to be approved under this authority until it has 
gone through that board and they have had a chance to scrutinize it. 

(The information requested above is as follows:) 


The following programs are pending immediate review by the Borrowing 
Authority Review Board: 


Columbite—tantalite Battery grade manganese (manganese 
Titanium oxide) 

Lead Defense minerals exploration program 
Zine Graphite 

Linseed oil ~ Selenium 


Mr. Fiemmina. As the committee no doubt appreciates, expend- 
— limitations governing the borrowing-authority fund are as 
follows: 

Fiscal year 1954, $380 million. 

Fiscal year 1955, $315 million. 

That is set forth in the President’s budget message as an expenditure 
limitation. 

I would like to say this about the fund. As I have indicated 
already, I appreciate it is a rather unusual delegation of authority to 
the executive branch. It was reviewed by the Senate Banking and 
Currency Committee and the House Banking and Currency Com- 
mittee in the first session of the 83d Congress when they voted to 
extend the Defense Production Act. The act expires June 30, 1955. 

Mr. Tuomas. The act has been in effect since 1950? 

Mr. Fiemmina. That is right. 

Mr. THomas. Why increase the limitation to $315 million in fiscal 
1955? That must be an estimate. 

Mr. Fiemmina. That includes not only the loans but also any 
possible contracts that may be entered into in connection wit 
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expansion. For instance, one that probably will represent a large 
share of that $315 million is titanium. As you say, it is an estimate, 
but it does look like it will be a fairly expensive program. ‘Titanium 
is becoming one of our most critical bottlenecks at the present time. 

Mr. Tuomas. Will that be a domestic or foreign program? 

Mr. Entirely domestic. 

Mr. Yarzs. Is not rutile supposed to be a substitute for titanium? 

Mr. Fiemmine. Not that I know of. This is a defense material the 
Defense people seem to be unanimous in feeling is going to be very 
important to the security of the Nation. 

Mr. Youna. If you could get enough titanium you could make a 
base plate for a mortar that could be handled by one man. 

Mr. Fiemmina. That completes my presentation on the borrowing 
authority and the financial end of it. 

I would like to clear up one point I did not make too clear this 
morning in connection with stockpiling. This is not just a military 
stockpile. Under the law we are supposed to develop a stockpile 
that will take care of the deficit both in terms of military requirements 
and rock-bottom civilian economy. 

Mr. Puriuiies. We did not want the whole amount to go to indus- 
trial and commercial use, so we put in your hands the joint responsi- 
bility of military and civilian. 

Mr. Fiemmine. We estimate all three requirements, balance the 
supply against those requirements, then determine what the deficit 
would be and that becomes the basis for our stockpiling objectives. 


STABILIZATION AREA 


Mr. Puinirps. When you do have a control program at all, do you 
not think we could save $135,795, under the Assistant Director for 
Stabilization? 


LEGAL RESPONSIBILITIES AND AUTHORITY 


Mr. Fiemminc. May I make a relatively long answer to that 
question? First of all, may I indicate what legal authorities and 
responsibilities have been assigned to us. 

Section 103 of the National Security Act of 1947, as modified by 
Reorganization Plan No. 3 of 1953, provides that it is the function 
of the Director of the Office of Defense Mobilization to advise the 
President on— 
programs * * * for the maintenance and stabilization of the civilian economy 
in time of war and for the adjustment of such economy to war needs and conditions. 

Executive Order 10480 of August 14, 1953 provides (section 101 (a)) 
that— 
the Director of the Office of Defense Mobilization shall, on behalf of the President, 
coordinate all mobilization activities of the executive branch of the Government 
including all such activities relating to * * * stabilization. 

Soon after I was appointed to this office last spring, I was called 
upon to present the administration’s position on standby controls to 
the Senate Banking and Currency Committee and later to the House 
Banking and Currency Committee. Our position was that we did 
not feel the Congress should put on the statute books standby con- 


1260 


trols. The President concurred in that position, but he did so with 
the understanding that within the Office of Defense Mobilization we 
would develop plans for price, wage, and credit. controls, check those 
with the staff of. the Joint Committee on Defense Production and with 
the people in industry who are acquainted with the practical aspects 
of this problem, and keep the plans on a current basis. 

Initially when we started to work on that particular assignment 
we thought possibly it was the kind of assignment where we could 
have a rather large staff go io work and in a comparatively short 
time do all the work and then put it on the shelf and forget about it. 
But as we have gotten into it, we have felt it made more sense to have 
a comparatively small staff work on the problem and try to keep the 
planning in this particular area on a current basis. 

There are no current operations provided for in this particular unit 
because there is no authority for current operations and we feel there 
should not be. We have felt that with the experience growing out of 
World War If and Korea it should be possible to devise plans that 
would call for more realistic and simplified means for the handling, 
particularly, of the price and wage controls. 

Our feeling is this: That within ODM we should not fool ourselves. 
The proposed staffing for the stabilization area cannot and should not 
do all the detailed m ene necessary to carry out wartime stabiliza- 
tion measures. Staffing merely provides the minimum necessary to 
develop those action steps that would be required in wartime to give 
us time to develop and place in operation comprehensive price, wage, 
rationing, and rent control programs. There is no other place in the 
Government where this work is being performed at the present time. 
The fact of the matter is there is no other agency of Government 
which, within its framework, would be authorized to undertake an 
activity of this kind. 


DEVELOPMENT OF BASIC POLICIES 1N STABILIZATION AREA 


During 1955 the staff will be concerned with the development of 
basic policies in connection with measures that will be needed to move 
from a 90-day freeze—the draft regulations have been worked out on 
that, incidentally, and are now being refined—to an all out mobiliza- 
tion program. The principal activity will consist of the development 
of basic policies and measures including among others: 

1. Wage disputes and machinery for handling them. 

2. Development of overall exemption policy for salaries, wages, and 

rices. 
- 3. Development of compliance policies and programs for price, 
wage, salary, and rationing controls. 

4. Development of ceiling adjustment standards for price and rent 
controls to apply to hardship cases, industries or groups, and in- 
dividuals. 

5. The preparation of tailored price regulations in areas where a 
general freeze cannot operate for any extended period. 

6. Preparation of rationing measures for critical civilian items in 
event of atomic attack. The distribution of consumer goods under 
atomic attack conditions would be one of our most crucial problems 
event of all-out war. We are convinced that the old methods used 
during World War I and II would be completely inadequate. What 
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the answer to this problem is we do not know, but we feel we should 
go to work and try to discover it. 

Mr. Yates. Can you put such a program into effect without legis- 
lation from the Congress? 

Mr. FLemmina. We cannot put such a program into effect, no, sir. 
All we can do is do what the President has directed us to do, to have 
ready the kind of proposals he would make to the Congress in the 
event of an emergency. 


CHANGES IN STAFFING IN OFFICE OF ASSISTANT DIRECTOR FOR 
STABILIZATION 


Since the preparation of our original budget submission last August, 
we have reviewed our staffing requirements for the stabilization area 
and as a result we feel we can make the following changes. These 
changes, Mr. Chairman, if I may repeat it briefly, reflect the feeling 
that rather than try to do this job all at once and then put it on the 
shelf, it makes much better sense for us to have a small group working 
on it, checking with the staff of the Joint Committee on Defense 
Production and with industry. We suggest: 

The deletion of the salary for the Assistant Director. 

Mr. Puruuips. $14,800? 

Mr. Fiemmina. He is working without compensation. 

Delete the stabilization counsel. The legal aspects of stabilization 
can be handled by the General Counsel’s staff. 

Mr. Puituips. Is that the only counsel you have outside of the 
General Counsel’s staff? 

Mr. FLtemmina. Yes. We are deleting that. 

Mr. Tuomas. Is that the gentleman who is trying to force some 
action on the old price control suits? I thought the President issued 
an order that when the controls went out the suits went out, too. 
How many people are workirg on that? 

Aa Yio a gatas For 1955 there is no provision for any of that type 
of work. 

Mr. Puiuures. What cases does Mr. Thomas refer to? 

Mr. Tuomas. Court-action cases on wages and prices. 
ogee’ Puitiirs. You mean cases brought against people by the old 

Mr. Kenpauu. Wage stabilization; yes. There are about a dozen 
cases. 

Mr. Tuomas. How many people were on the payroll as of Decem- 
ber 1 of last year handling work of this kind? 

Mr. Puimures. How many people are actually working on them 
now or have been in recent months? 

Mr. Brewer. Three. 

Mr. THomas. Three now? 

Mr. Brewer. Yes, on February 12. 

Mr. Tuomas. How many did you have on the payroll last 
December? 

Mr. Pures. I am under the same impression Mr. Thomas ex- 
presses, that it was either testified before this committee or there was 
os ccugeeretire statement of some kind that those were going to be 

opped. 

Mr. Brewer. I do not have that information. 
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Mr. Puixurps. Of the number of people actually working on those 
cases last December? 

Mr. Brewer. No; I do not have that information. 

Mr. Tuomas. What is your best guess? 

Mr. Brewer. Five or six. 

Mr. Tuomas. And you had 12 cases pending. United States attor- 
neys could handle every one of them. 
mu Kenpa.t. I think he is including the rent-control activity in 
there. 

Mr. Tuomas. All of them? 

Mr. Kenpatyi. When I say a dozen cases I am not including rent 
control. 

Mr. THomas. How many cases all together? 

Mr. Kenpatt. I will have to get that information. 

(The information requested is as follows:) 


REMAINING STABILIZATION CASES AND PROCEEDINGS 


Wage and salary proceedings 

There are 7 wage and 5 salary administrative proceedings remaining, most of 
which are being held up by injunctive orders of various district courts. To some 
extent their final disposition is dependent upon the decision which will be made by 
the Supreme Court in the wage-stabilization case now before it. Under Executive 
Order 10494, these proceedings are the responsibility of the Office of Defense 
Mobilization. 
Price and rent-validity proceedings 


There are 3 price and 1 rent administrative velidity proceedings remaining. 
These exist only because under the Defense Production Act and the Housing and 
Rent Act of 1947, a defendant in an enforcement proceeding in a district court 
may challenge administratively the regulation he is accused of violating. Under 
Executive Orders 10475 and 10494, these proceedings are the responsibility of the 
Office of Defense Mobilization. 

Rent enforcement cases 


Under the Housing and Rent Act of 1947, the Attorney General has the ultimate 
responsibility for the enforcement of rent regulations. As of February 1, 1954, 
there remained 1,552 rent enforcement cases which are being handled by the 
Department of Justice and the United States attorneys throughout the country. 
Price-enforcement cases 

Similarly, under the Defense Production Act, the Attorney General has ultimate 
responsibility for the prosecution of viclations of price regulations. As of Febru- 
ary 1, 1954, there remained 1,164 price-enforcement cases which are being handled 
by the Department of Justice and the United States attorneys throughout the 
country. 

Mr. Puiturps. Go on with the pleasing process of cutting people 
out of your personnel chart. 

Mr. Tuomas. You can cut all these 4 or 5 or 6 and send the cases 
to the United States attorneys. 

Mr. Fiemmina. There is no request for the type of activities to 
which you and Congressman Thomas have referred in the 1955 
budget. The history of this is that the rent law, for example, does 
not expire officially until April 30 by act of Congress. Actually we 
have closed rent control in all areas effective December 31. The law 
Congress passed provided that cases arising under controls were to 
remain alive 2 years, I believe, after controls ended. Last year we 
presented to the subcommittee a request for a small amount of money 
for 1954, but that request is not being renewed for 1955. 

I suggested deleting the stabilization counsel. 
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Next, delete the stabilization specialist, fiscal. 

Mr. THomas. There is no justification for keeping 5 or 6 lawyers 
with 12 cases pending when you have United States attorneys. If 
those cases are prosecuted, they will have to be prosecuted by United 
States attorneys. 

Mr. Paturres. Did I understand you have dropped them all the 
first of the year? 

Mr. THomas. No. There are three left. 

Mr. Youna. They are cleaning up the records. The man filling 
the job that is being deleted works in that area and also works in the 
tieup of these 12 cases. 

Mr. Puruies. By dropping him right now you could save one- 
third of a year. Go ahead. I do not want to interrupt you when 
you are deleting positions. 

Mr. FiemmMinGc. The next to be deleted is the stabilization spe- 
cialist, fiscal. Arrangements have been made for the Treasury De- 
partment to develop plans for emergency-tax program and the Fed- 
eral Reserve for credit-control measures. We will not attempt to do 
anvthing there. 

Next we suggest the deletion of two secretaries. 

Mr. Patiirres. You mean two in the whole box? 

Mr. Fiemmina. Yes. These changes reduce personal services costs 
from $135,795 to $92,805, a decrease of $42,990 under previous esti- 
mates. 

May I say this, that in keeping with the commitments we made in 
testimony before the Senate Banking and Currency Committee and 
the House Banking and Currency Committee, we will discuss the 
work developed by the Stabilization staff with the Joint Committee on 
Defense Production from time to time. Also, in carrving forward 
work in this area we will continuously seek the advice of persons and 
groups who have in the past and will in the future be affected by 
whatever stabilization controls are required in a wartime emergency. 

Mr. Tomas. You are revising plans made 12 months ago for 
stockpiling and everything else. You are going to make studies deal- 
ing with manpower without labor being represented. Do you know 
what they will amount to? 

Mr. Fiemmina. I am coming to manpower. 

Mr. Tuomas. You are making studies about price controls, rent 
controls, and if the country gets in trouble you will say, “That is all 
out of date,” and you will have to do it all over again. 

Mr. Fiemmina. Congressman, it is the feeling of this administra- 
tion that we should spend time on developing these plans in consid- 
erable detail so that if there is an attack we can come up and bring 
before the committees of Congress specific plans. 

Mr. THomas. You have had 1 year plus 10 vears of hard experi- 
ence. How much more do you want? 

Mr. Fiemmina. We feel the staff we have asked for in 1955 is 
essential to put us in a realistic position. I think we have the obliga- 
tion of working with the Joint Committee on Defense Production so 
that they will know what we are going to suggest, because if we are 
attacked we will not have the time we have had in the past to work 
on these things, and to get them in operation. We feel we have to 
be set and ready to go. We are frankly not ready at this time. 
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Mr. Jonas. I did not understand what you said about the Assistant 
Director not being compensated. 

Mr. Pups. That person is working without compensation? 

Mr. Fiemmina. That is right. 

Mr. Jonas. You will keep the Assistant Director? 

Mr. Fiemmina. Yes. The Assistant Director is Glen S. Sherrard, 
owner and operator of the Parker House in Boston. He is working 
without compensation. 

Mr. Jonas. On a per diem? 

Mr. Fiemmina. No, without compensation. 

Mr. Jonas. Who is in the upper part of your organization chart? 

Mr. Fiemmina. That is the same one but it is not going to cost the 
Government anything. 

Mr. Jonas. But you will keep the Deputy Assistant Director? 

Mr. FLEMMING. Yee; that is right. 

Mr. Jonas. He will direct the activities of only 9 or 10 men? 

Mr. Fiemmina. That is correct. 

Mr. Jonas. Do you think you will require the services of a man 
in that grade to direct the activities of only 9 or 10 men? 

Mr. Fiemmina. The Assistant Director does not put in full time. 
He gives on an average of 2 or 3 days a week. For continuous di- 
rection I will have to rely on the Deputy Assistant Director. He is 
the person who will provide continuity on this particular job. 

Mr. Yates. Why do you need an Assistant Director, then, even 
without compensation? 

Mr. Fiemmina. We have brought in a man who has had consider- 
able experience living under the controls and who I think can bring 
a point of view to this field that is very much needed and required. 
I appreciate that when somebody is trying to defend what is purely a 
planning operation it just does not lend itself to the kind of presenta- 
tion that is involved if you are dealing with a current operation. 
I know, however, that I am expressing the view of the administration 
when I say they feel very keenly ‘that instead of having standby 
controls on the statute books they should have plans that are current 
and up to date and that, if presented to the Congress, the Congress 
could treat with respect. I know the Congress would change thesh 
but it would be a sound starting point. 

Mr. Puruuips. This committee has had experience with agencies of 
government both planning and carrying out the planning, and this is 
about the sixth time you have said it is the earnest desire of the Ad- 
ministration to have all this. 

Mr. Fiemmina. | said earnest desire to keep ourselves in a position 
where we could do a planning job in this area and keep it up to date. 
I am not making a dogmatic statement as to the number required. 

Mr. Putts. I take it the Administration is extremely anxious to 
have an Office of Defense Mobilization, but I have some doubt in my 
mind whether the President or anybody at top level said to you they 
thought you should have 50 people in 1 job, and 16 in another job, 
and 35 in another. 

Mr. Fismmine. You are absolutely right. You know I would not 
attempt to allege anything to the contrary. All I can say as far as 
the President is concerned is that the Director of the Budget has gone 
over this and that this is his recommendation. 
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Mr. Yates. I wondered why this type of work would not be suscep- 
tible to some kind of skeleton program to lay on the shelf for 2 or 3 
vears rather than hiring a permanent staff. 

’ Mr. Paruups. There is a lot in here that would suggest a skeleton 
staff setup for work which is in a sense planning work. 

Mr. Fiemmina. Let me say this in response to that: I am not in 
disagreement with the philosophy you have expressed, Mr. Chairman, 
I think there are certain contributions that can be made only by a 
permanent staff. Iam not alleging every year we will come back and 
ask for the same number of people we are asking for now. It might 
be reduced in 1956 and the results put on the shelf. I think, however, 
that we need some persons on a day-by-day basis who, in turn, work 
with the people on the outside in order to get the practical approach. 

Mr. Puixuirs. We have only had seven deletions so far. Do you 
have any more? 

NonMILITARY AREA 


Mr. Fiemmina. I will turn to nonmilitary defense. 

Mr. Corron. What is the difference between nonmilitary defense 
in your agency and civil defense? It seems to me they are practically 
synonymous. 

Mr. Fiemmine. The terms can be confusing. I think as I go 
through here I will be able to point out to you that specific assign- 
ments have been given to the Office of Defense Mobilization in the 
nonmilitary area that have not been given in any instance to FCDA. 


RESPONSIBILITY OF ODM FOR NONMILITARY CONTINENTAL DEFENSE 


Mr. Corron. I note on page 19 of the justifications you say: 

Nonmilitary defense includes the overall national security measures taken by 
civilian departments and agencies to— 

1. Minimize the effects of enemy attack on cities, industry, and government; 

2. Assure continuity of essential production and governmental functions in 
event of attack; 

3. Deal with conditions resulting from attack and restore the industrial, 
governmental, and community facilities to support the national security. 

I thought that was precisely what Civil Defense was engaged in 
doing and it seems to me that is a duplication of functions, and I can- 
not see why the whole program cannot be eliminated. 

Mr. Fiemmina. I think the details I have here will help clear up 
that point. wr 

As we all know, the Government has assigned responsibility for 
operations in the total field of continental defense. The military 
aspects are the responsibility of the Department of Defense. The 
ultimate responsibility for nonmilitary aspects of continental defense 
has been placed with ODM. 

First of all, section 103 (ce) (6) of the National Security Act, as 
amended by Reorganization Plan No. 3, provides that ODM shall 
advise the President concerning— 
the strategic relocation of industries, services, government, and economic activities, 
the continuous operation of which is essential to the Nation’s security 

The President, in this field of nonmilitary defense, has made the 
Director responsible for the following programs, and I am wondering 
if I could go off the record at this point? 
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Mr. Puiturrs. Off the record. 
(Discussion off the record.) 
Mr. Corron. Civil Defense is not doing anything on those pro- 
grams? 
ASSIGNMENTS IN NONMILITARY DEFENSE AREA 


Mr. Fiemminc. On these items I shall mention, Civil Defense 
is not doing a thing. I will proceed to list them as the assignments 
i have been given to the Director of ODM by the President. 

he first: 


Preparing recommendations on improving the organization of Government 
with respect to continental defense functions. 


Next: 


Completion of emergency plans and preparations to insure the continuity of 
essential functions of the executive branch of the Government. 

And these are exact quotes; I am not paraphrasing. 

Mr. THomas. What does that first assignment mean? 

Mr. Firemminea. It does not involve 1955 at all. 

Mr. Tuomas. What does it mean? 

Mr. Fiemmine. It is a personal assignment to the Director of 
ODM to look at the way in which duties and responsibilities have 
been assigned in the continental defense field and to make recom- 
mendations to the President as to possible changes. 

Mr. Tuomas. That is a military matter. 

Mr. Fiemmine. It is both military and nonmilitary. A lot of it is 
nonmnilitary. 

Mr. Tuomas. If it is defense it is certainly military. 

Mr. FLemminc. Everything I have been talking about today has 
been related to the nonmilitary aspects of defense. 

Mr. Tuomas. You are giving us a lot of testimony but what will 
you do? 

Mr. Fiemminc. Simply recommend the kind of organization that 
will make sense insofar as the continental defense area is concerned. 

Mr. Tuomas. If this country is going to have to be defended by 
some plan by virtue of some attack or anticipated attack, is ODM 
going to make the plans, or will you rely on the military to make them? 

Mr. Ftemuina. The military. The President has simply asked me 
to make to him some recommendations on the organizational setup for 
continental defense. 

Mr. Puitures. How many people do you have doing that? 

Mr. Fiemmina. I do not have anybody doing it. It is a personal 
assignment. 

Mr. Purures. That is you, then? 

Mr. Ftemminea. Yes. 

Mr. Puiuurrs. Under nonmilitary defense you have somebody to 
help you do the planning. That means 5 people at a total cost of 
about $44,000 or $45,000, and yet each of the separate items, Urban 
Targets Division, Continuity of Government Division, Continuity of 
Industry Division, and Physical Security ‘Division has what would 
seem to me, and probably to other members of the committee, to be a 
complete setup in addition to the complete setup of the Assistant 
Director’s Office, and none of it is actually administrative; it is all 
planning. 
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Mr. Fiemmine. Mr. Chairman, could | provide a listing of the 
-" ments that have been given to us? 
r. Puruures. We shall be glad to have it. 
Mr FLEMMING. This is just a statement of fact as to assignments 
that have been given. 
The second is: 


Completion of emergency plans and preparations to insure the continuity of 
essential functions of the executive branch of the Government. 


The next is, development of an— 


Emergency plan for relocation of the legislative and judicial branches of the 
Government. 

And on the legislative side I may say that the chairman of the 
Senate Rules Committee has appointed 2 members of the Senate to 
work with us, and the Speaker of the House has indicated he will 
appoint 3 members of the House to work with us. 

Mr. Corron. Are you planning to move us to Bretton Woods? 

Mr. FLemMinG. | cannot comment on that. 

The next assignment is the development of an— 


Integrated plan for the continuity of the essential wartime functions of the exec- 
utive branch of the Government. 


The next is: 
Continuity of industry. 
The next is: 
Reduction of urban vulnerability. 
The next is: 
Advice and guidance on the physical security of industrial installations. 
The next is: 
Physical security of Government facilities. 
And the next is development of — 


a program for additional protective measures at selected industrial and govern- 
mental facilities of a highly critical nature. 


Those are specific assignments from the President. 


CONTINUITY OF INDUSTRY DIVISION 


Mr. Puiuurrs. That seems fine. Let me ask you about some testi- 
mony we have had here with reference to this continuity of industry. 
We have within the past few days had testimony from an agency that 
is providing material that is used in industry, that it is making for 
the stockpile and warehousing, material used in industry right up 
next to the industry itself. Also, lL observe in going around the countr y 
and reading the papers and magazines that a great expansion of 
industry is taking place right where industry is. 1t seems to me that 
in spite of all our planning, in spite of all our good intentions, industry 
is going right ahead and people are going to work where they want 
and live where they want, and are not paying much attention to the 


LEMMING. I can give one piece of information on the positive 
side of that situation. That is, that in connection with the tax- 
amortization certificates that have been issued involving construction 
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of a million dollars or more, 80 percent of them have been located in 
accordance with dispersal standards. That is, they have been 
located outside of the critical target areas. 

And here is additional information relative to our basic authority 
in this area: 

By a series of Executive orders the President directed the agencies 
of the executive branch to prepare plans for maintaining the continuity 
of their essential functions during the existence of a civil-defense 
emergency, such plans to be in conformity with standards and policies 
established by ODM. 

Another series of orders provides that the Director of ODM shall 
supervise the activities of all Federal agencies in the development 
of programs and measures for the physical security of facilities within 
their cognizance. The term “facilities” is defined to include those 
Government-owned and privately owned plants, mines, facilities, 
materials, Poriren: processes, and services which are important to 
defense mobilization. 

Now, in the light of these assigned responsibilities, I would like to 
discuss the immediate task, that have been assigned to this unit and 
the work programing for the fiscal year 1955. And Congressman 
Cotton, if I could come back to your basic question, everything that 
I have listed here has been assigned by the President exclusively to 
ODM and it has not been assigned to FCDA or any other department 
or agency. And if any other department or agency is attempting to 
discharge any of those functions I would certainly agree with you that 
it represents duplication but again I would feel that the agency that 
has been given ultimate responsibility is the agency that should have 
staff to discharge that responsibility. 

Mr. Tomas. I have listened to the testimony for 4 consecutive 
years for civil defense. If my memory serves me correctly, and I 
may be wrong, in case of an attack the Administrator of Civil Defense, 

lus the governors, just about make up the team, do they not? Ther 
bars already unlimited authority. 

Mr. Fiemmine. That is correct. 

a Tuomas. If that is correct, what good is your planning going 
to dot 

CONTINUITY OF GOVERNMENT DIVISION 


Mr. FLemmina. Suppose we move over now into this problem of the 
continuity of government and see the relationship between that and 
what you have just said. 

Mr. Puitiips. You have 34 people in that area for next year. That 
is six more than you have this year. 

Mr. Fiemmina. That is correct. I am going to suggest striking 
out a few of those as you will see just a little later. 

Mr. Puinuips. That is what cheers us up immensely. Couldn’t 
you give us that right now? 

Mr. Fiemmina. Couldn’t I indicate it when I come to the appro- 
riate point in my testimony? I would like to give reasons for it. 
he first task is to develop and test operating plans to insure the 

continuity of essential functions of government in the event of attack 
on the United States. The President has placed on the ODM the 
responsibility for development, implementation, and testing of war- 
time security plans for essential functions of Government. 
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Mr. Tuomas. Doctor, as well as I can remember, we had a crowd 
around here 2 or 3 years ago which had those plans cut and dried 
and would have spent $400 or $500 million moving out from the Dis- 
trict of Columbia and if you look through the bill, it has a limitation 
to prevent just exactly that. 

Mr. Fiemmine. Mr. Chairman and members of the committee, I 
am in complete agreement with that limitation. I think when I was 
here last week I indicated to you that I do not favor putting into 
effect any overall grandiose plans. I believe this matter has to be 
tackled simply on a case by case basis and where the presentation of a 
particular case makes sense to this committee or to any other com- 
mittee, then the Congress will approve. 

Mr. Tuomas. I agree with you on that basis. My point is that we 
have already done a lot of planning in this regard. 

Mr. Fitemmina. The plans were not very acceptable, obviously, to 
the Congress and for that reason you put restrictions in the appropria- 
tion bill in order to make sure of the fact that they were not put into 
effect. 

Mr. Tuomas. I cannot argue with you about that. You are going 
to come up with one that is acceptable, is that the point? 

Mr. Fitemmina. I hope that as a result of the work we are doing 
with the individual departments and agencies that individual depart- 
ments and agencies will come up with plans that make sense as far as 
they are concerned. The overall grandiose type of approach does not 
make sense. 

As we see it, there are three principal parts of the job of insuring 
the continuity of essential functions of Government. These are, 
providing for continuity of Executive direction, emergency relocation, 
and then from time to time, relocations either closer or farther away 
from the seat of Government. It is that latter part that has back of 
it the history that you have talked about and it is that latter part 
that, it seems to me, has got to be handled on a case by case basis, 

(Discussion off the record.) 

Mr. Fiemmina. As I was saying, on this problem of the emergency 
relocation of Government, our approach is to concentrate first on those 
steps which can be taken rapidly and at least cost. 

Now, on the 1955 program, in order to concentrate efforts on the 
activities of most critical importance in war, the nonmilitary defense 
area is working with the Bureau of the Budget and affected agencies 
to determine essential wartime functions. The whole inclination of 
agencies is to define essential functions broadly in order to extend 
operating plans to the most possible units. Detailed discussions with 
agencies and analysis of their activities is necessary. Work will be 
underway with approximately 20 major agencies during the coming 
year. The minute you begin to talk about essential wartime functions, 
everybody wants to get in under the tent. It is our purpose to 
attempt to narrow that down. 

Procedures will be established for designating successions of com. 
mand, for delegation of authority to field officials and for briefing 
Federal officials on their wartime responsibilities. Even if Wash- 
ington is hit a great deal of the essential work of Government can go 
forward if these steps are fully implemented by all major agencies. 
Regular reports and audits on progress will be required to get this job 
completed in the coming year. 
41872—54—-pt. 27 
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Emergency relocation facilities are necessary for a substantial num- 
ber of essential activities, if unavoidable wartime decisions are to be 
made on a sound foundation of fact. 

Establishment of these emergency facilities cannot be left entirely 
to the discretion of the dozens of Federal agencies. Their individual 
plans must fit at least generally into a single emergency relocation 
scheme. For this to be echieved. the location and suitability of poten- 
tial sites will be determined, emergency location assignments will be 
agreed on, arrangements will be established for the identification of 
key personnel and essential records will be provided at these dispersed 
sites. 

Mr. Tuomas. Suppose you are 100 percent right and I think you 
are. You have had 12 months to do this work. How much longer is 
it going to take you to make these plans? It looks like to me 30 or 60 
days should have been long enough. You had 12 months. 

r. FLemina. I wish it were that simple. 

Mr. Tuomas. What is the difficulty about it? 

Mr. Ftemmina. Just to correct the record, I mean on the 12 months, 
the reorganization plan was not effective until June 3. We didn’t 
get all of these responsibilities until last June. 

Mr. Tomas. Friends are not going to fall out for 16 days. 

Mr. Fiemmina. Or a couple of months. 

Mr. THomas. How much longer is it going to take than 60 or 90 
days? You, yourself, could do it in 30. With the staff you have had 
10 months, and now you want another year. 

Mr. FLemmina. That’s right. My feeling is that that will be 
necessary for this plus the other activities in this area that I am going 
to talk about. 

I have seen one of these matters, Congressman Thomas, discussed 
at a very high level and have seen it take a considerable amount of 
time to arrive at a meeting of minds and a judgment that a proposed 
plan makes good sense. 1 think you have got to take it case by case 
and that takes longer than it does to come up with some paper plan. 

(Discussion off the record.) 

Mr. Fiemmina. I am still dealing with this problem of govern- 
ment, the continuity of government. 

I would like to say this for the record that preliminary discussions 
at highest levels have indicated the need for permanent facilities, both 
nearby and at a distance to further reduce the vulnerability of gov- 
ernment. This problem will be approached on a case-by-case basis. 
For example, the apparent critical need for permanent civilian general! 
headquarters for use in the event of an attack will receive priority 
attention. 

ODM has been assigned responsibility for directing the preparations 
of these case studies and that is why we need some staff. 

On the basis of what I have said off the record you know what | 
mean by that. 

The effectiveness of emergency relocation is heavily dependent on 
warning and notification procedure. We do not have anything to do 
with that but we simply, for the record, want to indicate that these 
plans will not be very meaningful unless we do improve as a Nation 
our early warning system; and that issue, of course, is before the 
subcommittee dealing with the defense appropriation. So much for 
the Government side of it. 
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From an operating point of view, Mr. Chairman, that does place 
the heaviest load on us as far as 1955 is concerned. 

Mr. Puitires. What subcommittee handles the budget of the 
FCDA? 

Mr. Yares. It was Emergency Agencies Subcommittee before. 

Mr. Puruurres. A special subcommittee. 


CONTINUITY OF INDUSTRY DIVISION 


Mr. Fiemmine. The next job or task is to develop guidelines and 
to appraise the results of industry plans for insuring the continuity 
of production in the event of an attack. Industry, of course, is a 
frontline target under present conditions. Industry is awake to this 
and has begun to take an active part in the development of more 
adequate pre- and postattack readiness programs. 

ODM initiated this program of working with industry and has 
responsibility for establishing the guidelines and appraising the re- 
sults. The Departments of Defense, Commerce, Interior, Defense 
Transport, and Agriculture have the operating responsibility for work- 
ing with groups from the industry with which they are concerned. 
These industry groups normally consider three types of tmeasures, 
namely, preplanning, which includes production, transfers, reserve 
stocks, and damage-reporting systems; reconstruction which includes 
advance engineering plans for reconstruction of the plant and equip- 
ment; preventive, which includes dispersion, deconcentration and 
protective construction. The objective of this program is to have 
industry do as much as it can without Government assistance to reduce 
its vulnerability. Groups from 30 industries have been briefed on the 
nature of the threat and possible measures for countering it. During 
1955, the program in this particular area will consist primarily of 
guidance to other agencies and industries, including a statement of 
national policy to serve as a guide to industry in undertaking meas- 
ures for industrial continuity. Development and clearance of this 
policy will be a time-consuming job because it must not only be 
acceptable to other agencies of the Government but also understood 
by industry generally. 

Next, we will consider a possible revision of the dispersion stand- 
ards. This area will work intensively with AEC and the Department 
of Defense to develop any revisions that may prove to be necessary 
in the standards. 

Next, reports will be developed on vital facilities or segments of 
industry that are highly concentrated in likely target areas. The 
first step in getting something done about excessive concentrations of 
vital facilities is to identify the specific facilities or segments of 
industry and have confidential discussions with industry initiated. 

The complementary job of industry in the communities in insuring 
continuity of production must be carefully defined in order to avoid 
duplication and conflict. Appraisal of industry reports in order to 
ascertain the measures they are willing and able to take to insure 
continuity of the essential production will be a major activity. Initial 
study by 30 major industry groups are expected to be completed 
early in 1955. These will provide the first clear indication of how far 
industry is willing and able to go without Government assistance, 
will reflect measures developed by one or more industries which 
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should be applied by industry generally, and will point up measures 
which appear necessary to insure an adequate wartime production 
but which industry may not be able to undertake without some 
incentive. 

Based on the results of these initial industry studies, ODM will 
determine the nature and scope of the industry readiness program to 
be carried out in future years. 

Might I just give one illustration of an industry that has gone to 
work on this program and that is the steel industry? The steel 
industry has gone to work on this program as a result of contacts 
that have been made recently. 

I would also like to just stop here to again come back to Congress- 
man Cotton’s point and make this observation. Here is an area 
dealing with continuity of industry. I would be more than happ 
to sit down with this committee and Governor Peterson and I thin 
you would find that he would be in complete agreement on the fact 
that he has not been given an assignment in this particular area, but 
that the assignment has been given by the President to the Director 
of ODM. I think the linesare clear. I think they are clear because of 
presidential decisions. 


PHYSICAL SECURITY DIVISION 


Mr. Puiturrs. Tell me what the Physical Security Division does. 
Mr. Fiemmine. I was coming to that right now. By Executive 
Order, ODM has responsibility for developing and issuing standards 
of physical security to be applied to key facilities identified as im- 
portant to defense production. It assigns responsibility for the 
supervision of physical security measures to departments and agencies 
through a facilities protection board. It reviews agency progress in 
implementing these programs. 
ow, during 1955, a few people have been provided for to revise 
physical security standards in light of weapons development and new 
sabotage techniques. Here are some of the tasks to be performed: 

1. Review and assign to appropriate agencies approximately 1,000 
key industry facilities. 

2. Review effectiveness of agency programs for physical security 
and recommend improvements and prepare a report to the President 
on the status of the physical security of vital governmental and in- 
dustrial facilities. 

Mr. Puituips. Were you not going to take some people out of that 
administrative defense group? 

Mr. Fiemminea. Yes. Could I discuss urban vulnerability first, 
the program in that area? 

Mr. Puiturps. Let’s just stipulate that they are vulnerable and take 
some people out of this. 


URBAN TARGETS DIVISION 


Mr. Fiemmina. Let me provide a justification for this activity. 
Some of you have heard of the Project East River, which was carried 
on by a very good group, I think, of outstanding citizens and scientists 
a couple of years ago. They recommended that the Federal Govern- 
ment provide leadership for a national program to reduce the Nation’s 
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vulnerability to nuclear attack. This group prepared a comprehensive 
set of recommendations for action by Federal, State and local govern- 
ments and industry; these recommendations have been reviewed by 
many agencies of Government and their views obtained. In 1955, the 
job is to complete and submit to the President a national program for 
reducing urban target vulnerability; work with State and local officials 
to direct the growth of urban areas in such a way as to make their 
major area less profitable targets for enemy attack; work with other 
agencies in the codification of their programs in the direction of 
reducing urban vulnerability. 


CHANGES IN STAFFING IN OFFICE OF ASSISTANT DIRECTOR FOR NON- 
MILITARY DEFENSE 


Now, some changes since the submission of the estimates: delete 
the following positions—two GS 15’s, security standards specialist 
and industry-Government coordinator. 

Mr. Puruuies. In this third block, Government coordinator? 

Mr. Fiemmina. Three secretaries, 2 GS—5’s and 1 GS-6. One of 
the 5’s is under urban targets. These are reduced estimates in this 
area from $263,115 to $230,700, a decrease of $32,415. 

Mr. Jonas. You have two positions under Continuity of Govern- 
ment Division. You have a grade 15 and a grade 14 called Govern- 
ment relocation specialists. What experience bave those people had 
in relocating Government activities? 

Mr. Fuemmina. They are the people who have worked with de- 
partments and agencies in developing the case approach to which I 
have referred. 

Mr. Young. One of the 15’s is a man from the Bureau of the Budget 
and we got him from the Bureau because he had as much knowledge 
about the Government and essential functions of the Government as 
anybody we could find. 

Mr. Fiemmine. Who is the other one? 

Mr. Jonas. As to experience, you are looking for people to fill these 

sitions who know what activities of Government ought to be re- 
ocated in the same general direction. 

Mr. FiemminG. That is right. As far as the technical aspect of 
location of buildings and so on is concerned, Congressman, obviously 
we rely on GSA there. 

Mr. Fiemmina. I will turn to ‘“Telecommunications.” 

Mr. Puaiiires. Or manpower area. 

Mr. Fiemmina. We covered manpower at the last hearing—unless 
you want to go over it. 

Mr. Puiuuips. Did you have any cuts in the manpower area? 

Mr. Fiemmina. No. 

Mr. Jonas. Before you leave the nonmilitary defense box, Mr. 
Flemming, what are the rehabilitation and logistics indistrial 
specialist positions? 

Mr. Youne. They work with the Department of Commerce and 
industry on how you could relocate certain aspects of industry. 
In other words, if ® company has a plant in a critical target area, 
could they work out a method of transferring that production to a 
dispersed location where they have another plant and bring in less 
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critical manufacturing functions into critical target areas. Some 
one are doing that. 

r. Jonas. What is the difference in the activities of those three 
specialists? 

Mr. Yates. “Rehab, logis, and vulner.”’ 

Mr. Youne. The rehab man works with Commerce and with 
industry on things that industry could do to pick itself up fast after 
they are hit. How could they reorganize their supply system 

Mr. Yates. One man for that whole job after industry is hit? 

Mr. Youna. That’s right, one man. But usually working through 
the Department of Commerce and the Department of Commerce 
ys a good deal of manpower working in turn with industry pulling 
these things together. But we only have one man. 

Mr. Yates. Why shouldn’t the Department of Commerce do the 
whole job and why shouldn’t you draw on the Department of Com- 
merce’s staff? 

Mr. Youne. We do. We only have one man to pull these aspects 
from all over town together. 

Mr. Putuurps. This breakdown of job descriptions reminds me of 
the Rotary Club that had a minister. Later on another minister 
joined but since the club had provision for only one minister, and the 
second applicant was a bishop, they marked him, “Religion, wholesale, 
and the old one, “Religion, retail.”’ 

Did you take anybody out of Financial Policy? 

Mr. Firemmine. Yes. Deputy Assistant Director. 


TELECOMMUNICATIONS AREA 


Mr. Paturrs. All right; you are going to take somebody out of 
Telecommunications. When that was in the White House, it was one 
man. When it went over to ODM, it became 11 men. 

Mr. FLemmina. It wasn’t one man in the White House. 

Mr. Youna. As I recall it, some of the staff was shown in the 
NSRB budget. They financed the thing. As I understand it, the 
White House did not have funds to finance those extra positions and 
they were financed out of NSRB funds. That is my recollection. 

Mr. Puiturps. They had how many people? 

Mr. Youne. Four. 

Mr. Porrer. Presidential adviser, 2 staff assistants and 1 Army 
colonel on assignment, plus clerical. 

Mr. Fiemmina. Could I make a presentation on telecommunica- 
tions because this is one that has been given to us just recently. 

Mr. Puiuurrs. The clerk tells me that we have a statement you made 
earlier on that. 

Mr. Yares. It was made when the FCC came in. They had a 
chap from ODM, and somebody from TRAC, 

Mr. Fiemmina. In connection with that monitoring request. 

Mr. Puiturpes. Now, Mr. Flemming, on that extra seven people? 

Mr. Fiemmine. Could I come we to one point that grows out 
of your question, Congressman Yates, about the relation between 
ODM and Commerce? It seems to me that the one you put your 
finger on is a good illustration of how you could build up a staff in 
an agency like ODM if you did not use the resources of the existing 
departments and agencies. All we have got there is one man to 
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work with them and tie together whatever contribution Defense and 
other Departments can make to that particular problem and then have 
the contracts made by Commerce. 

I follow this policy consistently, Congressmaa, that on all formal 
contacts with industry they are to be made through iadustry advisory 
committees of the Department of Commerce. We will not attempt 
to make our own individual contacts and set up our own industry 
committees, and so on. We do try to hold very strictly to that 
method of operation. 


LEGAL RESPONSIBILITY AND AUTHORITY 


On telecommunications, I am going to first indicate what has been 
given to us in that area. 

Section 103 of the National Security Act as amended by Reorgani- 
zation Plan No. 3 of 1953 provides that the Director of the Office of 
Defense Mobilization shall advise the President concerning the co- 
ordination of military, industrial, and civilian mobilization. One 
of the key elements in mobilization today is telecommunications. A 
series of executive orders provides for— 


emergency control over certain Government and non-Government stations en- 
gaged in radio communication or radio transmission of energy. 

The authority for the exercise of emergency powers in the field of 
radio communications stems from the authority given to the President 
under section 606 of the Communications Act of 1934 as amended. 
One section of Executive Order 10312 provides that plans with respect 
to privately owned radio stations— 


to minimize the use of electro-magnetic radiations of such stations, in event of 
attack or of imminent threat thereof, as an aid to the navigation of hostile aireraft, 
guided missiles, and other devices capable of direct attack upon the United 
States— 

shall not become effective until they have been concurred in by the 
Secretary of Defense and the Director of the Office of Defense Mobili- 
zation. Section 2 provides similarly with respect to Government- 
owned stations. 

Then the Executive order of June 16, 1953 assigns additional tele- 
communications responsibilities to the Director. Section 1 provides 
that the Director shall assist and advise the President with respect 
to the following functions and such others as he may designate: 

A. Coordinating the development of telecommunications policies and stand- 
ards applying to the executive branch of the Government. 

B. Coordinating the development by the several agencies of the executive 
branch of telecommunications plans and programs designed to assure Maximum 
security to the United States in time of national emergency with a minimum 
interference to continuing nongovernmental requirements. 

C. Assuring high standards of telecommunications management within the 
executive branch of the Government. 

D. Assigning radio frequencies to Government agencies under the provisions 
of section 305 of the Communications Act of 1934 as amended and establishing 
policies and procedures governing such assignments and their continued use. 


Mr. Puriurps. With the exception of half of that last statement 
those are pretty much the responsibilities that were assigned to the 
Secretary, or whatever he was called in the White House when he 
was a director there, of telecommunications and also assigned to the 
FCC for carrying out some of the provisions like this assignment of 
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the spectrum. The FCC still has its responsibilities, and is in the 
process of asking for a great deal more money for an expansion of that 
spectrum analysis and operation. Instead of the 3 or 4 people that 
were over at the White House this has really grown not to 11 but to 41. 
Mr. Fiemmina. Just a minute. After all, that includes TRAC, 
which has been in existence all the way along the line. 
Mr. Puiturrs. That is right. 


INTERDEPARTMENTAL RADIO ADVISORY COMMITTEE 


Mr. FLiemmrinG. That was also transferred to us. This Executive 
order, as I understand it, and I have just read from it, assigns to the 
Director of ODM the responsibilities that have been assigned by the 
Congress to the President, personally. And then he in turn has 
transferred to the Director of ODM the interdepartmental radio 
advisory committee, IRAC, to assist in the performance of these 
functions. 

Mr. Puiturrs. Back in 1933, and from 1933 to 1940, there was no 
mention of IRAC. Then in 1941 it asked for $8,660 for one engineer. 
That lasted for 4 years. The fourth year we gave the one engineer a 
little increase. Now, then, the next year I suppose we gave him 
another increase, he got up to $9,840. In 1946, their budget went up 
to $27,000 and in 1947 to $60,000. Up in 1950 to $61,000 with 16 

eople. And in 1953 to $145,000. Estimated 1954, $208,000 and 
or next year it was estimated that they would need $161,000, but you 
are asking for $135,000. It is awfully hard to make this committee 
believe that the results obtained by IRAC have jumped to $135,000 
from $9,000 10 years ago, from $60,000 6 years ago and $61,000 
4 vears ago. 

Mr. Fiemmine. Mr. Chairman, as you know, this activity has just 
recently been transferred to the Office of Defense Mobilization. I 
am ready to put into the record certain facts that I have been able 
to bring together relative to their operations. I am not in a position 
to be dogmatic as to the exact number of people that they need. 
have information as to their workload, why they feel that they need 
this number. We have not had a chance to get in yet and make a 
detailed management survey of their operations. If we do, it is con- 
ceivable we can pick up some savings. 

Mr. Puruurpes. This came up as you can well imagine in connection 
with the FCC hearing but actually is a statement from the Chairman 
of the Interdepartment Radio Advisory Committee, which is part of 
your shop. 

Mr. Fiemmine. They have been transferred to ODM, that is right. 

Mr. Puiturrs. This statement I have is in response to a request by 
this committee for a history of IRAC, and particularly the history of 
its budget operations. 

Mr. FLemmina. They gave us a copy of that and I read it. 

Mr. Puiuuips. You Cnt what I am talking about. We are not 
so much interested in putting in the record as we are in taking out. 

Mr. Fiemmina. Nevertheless, in view of the fact that this respon- 
sibility has been assigned to me, I feel a responsibility to put in what- 
ever | can of a positive nature. 

Mr. Puruips. I think instead of belaboring this point I had better 
just give this to the reporter and let him put this history of IRAC and 
the budget in the record. 

(The information referred to is as follows:) 
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Executive Orrick OF THE PRESIDENT, 
Orrice or Derense MOBILIZATION, 
Washington 25, D, C., January 20, 1954. 
Hon, 
Chairman, Subcommittee on Independent Offices Appropriations, 
Committee on Appropriations, House of Representatives, 
Washington 25, D. C. 

Dear Mr. Puiuurps: There is attached a brief history of the Interdepartment 
Radio Advisory Committee (IRAC) budget, including a summary of the IRAC 
budget for the fiscal years 1950 to 1955. This material is furnished pursuant to 
your request during the afternoon session, January 14, of the Subcommittee 
on Independent Offices Appropriations consideration of the addendum to original 
submission of the Federal Communications Commission. The form in which this 
material is assembled was worked out through a discussion with Mr. Skarrin. 

Sincerely yours, 
FE. PLumMMer, 
Chairman, Interdepartment Radio Advisory Committee. 


History or Bupcer 


1. At the suggestion of Dr. 8S. W. Stratton, chairman of the First National 
Radio Conference which met in Washington in 1922, Secretary of Commerce 
Herbert Hoover, under whose department radio was regulated in early days, 
invited interested Government department heads to designate representatives for 
a special Government radio committee. The Secretary’s invitation was answered 
by seven Government departments, whose representatives first met in April 1922. 
The first meeting of the new committee, whose name was soon to become the 
Interdepartment Radio Advisory Committee, was held on June 1, 1922, with 
Dr. Stratton as chairman and with Dr. J. H. Dellinger as secretary. 

2. During the first year of its existence the Committee functioned without a 
budgetary appropriation as such. In 1923 it was decided to establish the Com- 
mittee under the Radio Section of the Bureau of Standards with the cost to be 
covered by allotments by the several interested departments. However, investi- 
gation disclosed that existing statutes would forbid such a transfer and the matter 
was dropped. Until 1933 the secretary was furnished by the Department of 
Commerce. On October 5, 1933, the secretarial duties of the Committee were 
taken over by the Federal Radio Commission (FRC) which was superseded by the 
Federal Communications Commission (FCC) in 1934, with some voluntary clerical 
assistance from other Government departments. A preponderant share of the 
total clerical work was furnished by the FCC. 

3. By 1938 it was evident that the functions of the Committee should be pro- 
vided for in an orderly way and on a businesslike basis by suitable appropriation 
of Congress, In 1938, 2 budget was prepared and earmarked for the TRAC, 
but made a part of the appropriation for the FCC for the fiseal year 1939-40. 
Subsequent budgets for IRAC were handled in this manner until 1951 when the 
budget for fiscal year 1953 was submitted to the FCC for inclusion in the Com- 
mission budget but te be earmarked for IRAC. Attachment 1 shows such budget 
information as could be found in the FCC budget request from 1940 until 1951. 
Prior to fiseal year 1952 there was no indication of the actual allotment of funds 
to IRAC, Subsequent budget information is shown by attachment 2. 

4. Executive Order 10297 of October 9, 1951, providing for a telecommunica- 
tions adviser to the President also provided that the IRAC should report to and 
assist the adviser in the performance of his functions as he might request. Upon 
assuming office, the adviser was confronted with a critical budgetary situation in 
the IRAC. The IRAC had been trying for some years to obtain funds for an 
adequate secretariat but, as a result of the budgetary difficulties of the FCC, its 
efforts had been fruitless. The volume of work resulting from frequency assign- 
ments and preparation for international telecommunication conferences had _in- 
creased steadily following the Atlantic City Radio Conference in 1947. The 
conflict in Korea and the tenseness of the world situation brought about a signifi- 
cant increase in frequency requirements for defense purposes. In December 
1951 agreement was reached in the Extraordinary Administrative Radio Con- 
ference (EARC) in Geneva, for the implementation of the Atlantic City Table of 
Frequency Allocations. Fulfillment of the obligations of the United States under- 
taken in that international treaty and agreement imposed a further burden on the 

RAC, Because of its limited staff, the IRAC had been unable to maintain and 
publish in usable form frequency assignment records essential to the defense of the 
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United States. The IRAC had been unable, since 1942, to publish its basic 
frequency assignment record of assignments to Government stations; and from 
1944 even to summarize its assignments in the form of draft Executive orders 
wherein the President confirms the interim assignments of IRAC and fulfills his 
responsibilities under the Communications Act of 1934. 

5. After receiving letters from the Secretary of Defense, the Deputy Adminis- 
trator of the Civil Aeronautics Administration, and the Director of the Centra! 
Intelligence Agency to the effect that it is essential to the national security that 
basic frequency assignment records be available in current and usable form, the 
adviser prevailed upon the Department of Defense to make available $29,270 to 
augment the [RAC funds for the remainder of fiscal year 1952 for the purpose of 
bringing the records up to date and for the establishment of a machine-record 
system to cover as much of the radio spectrum as possible. 

6. Concurrently, the adviser prevailed upon the Bureau of the Budget to include 
in the fiscal year 1953 budget program of the FCC provision for an adequate 
IRAC secretariat. However, that effort proved futile. The FCC was denied all 
increases and the IRAC moneys were reduced accordingly. Acting upon instruc- 
tions from the President, the adviser called a meeting of the member agencies and 
proposed a schedule of subscription based upon numbers of radio frequency appli- 
cations submitted to the IRAC for processing and an estimate of each agency’s 
interest in national telecommunication matters whereby a total of approximately 
$129,000 would be made available to the record-keeping effort. The President 
directed that the proposed schedule be put into effect and that the agencies sub- 
scribe accordingly for both fiscal year 1953 and fiscal year 1954. 

7. The emergency support given the IRAC secretariat made it possible to 
(1) correct and bring up to date its record of trequency assignments to Govern- 
ment stations; (2) to convert its record of assignments to a machine-record 
system; (3) to publish that record on a current basis thereby making them available 
to the using agencies, the complete record was published in draft form early 
in fiscal year 1954 and a revised edition was published in September 1953; and 
(4) to schedule a draft Executive order, including the complete assignment record, 
not just a summary, for the end of fiscal year 1954. 

8. To provide the degree of coordination necessary for steering the implemen- 
tation of the obligations of the United States under the EARC agreement, the 
adviser established the Technical-Policy Steering Committee (TPSC) on January 
11, 1952. To achieve its purpose the TPSC established an Executive Committee, 
composed of alternates of the TPSC members, to formulate a program and to 
set up a procedure for carrying out the United States obligations. The Executive 
Committee was provided with a small secretariat financed at the direction of the 
Bureau of the Budget by the interested Government agencies (Departments of 
State, Treasury, Army, Navy, Air Force, Commerce, Federal Communications 
Commission, and the Central Intelligence Agency). As the work progressed it 
became apparent that coordination, efficiency, and economy would be improved 
by consolidating the Executive Committee with the IRAC. Accordingly, the 
IRAC was reconstituted October 6, 1952, by mutual agreement of the Government 
agencies concerned, and was assigned the additional responsibility to formulate 
and recommend policies, plans, and actions in connection with the management 
and usage of radio frequencies by the United States Government radio communi- 
cation activities. The secretariats of the IRAC and of the Executive Committee 
and the funds for their support were also consolidated, with the physical con- 
solidation of the secretariats being completed late in June 1953. 

9. In recent years until June 30, 1953, the secretariat of the original TRAC 
was administered by the FCC and the secretariat of the Executive Committee 
was administered by the Department of Commerce. The President, by Executive 
Order 10460 of June 16, 1953, revoked Executive Order 10297 of October 9, 1951; 
transferred the functions of the telecommunications adviser to the President to 
the Director of the Office of Defense Mobilization; directed that the TRAC shal! 
report to and assist the Director in the performance of his functions as he may 
request; and directed that the records, property, personnel, and funds used, held, 
employed, available, or to be made available in connection with those functions 
should be transferred, consonant with law, to the Office of Defense Mobilization. 
As an administrative matter the Secretary of Commerce was requested to ad- 
minister the consolidated secretariat until about October 1, 1953. The transfer 
of the administration, personnel, funds, records, property, etc., of the TRAC to 
the Office of Defense Mobilization was accomplished effective September 28, 1953. 

10. The budget request for the IRAC for fiscal year 1955 is consolidated in the 
budget estimate of the Office of Defense Mobilization. 
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ATTACHMENT 1.—IRAC budget history prior to fiscal year 1951 


Fiscal year 


Amount 
requested 


Amount 
allotted 


Persons Persons 


requested possible 


1 No mention of IRAC. 
2 Engineer. 


able only for such persons. 


ArracHMENT 2.—I RAC budget history, fiscal year 1950 to fiscal year 1955 


3 Including compensation of employees of the IRAC in the amount of $8,660 which amount shall be avail- 


Fiscal Fiseal Fiseal Fiseal Fiseal Fiseal 
year 1950 | year 1951 | year 1952 | year 1953 | year 1954 | year 1955 
actual actual actual actual | estimated jestimated 


Budget, IRAC 


Frequency Assignment Sub- 
Committee of 
TPSC 5 


$59, 686.00 | $145,640 | $208,354 | 2 $161,000 
452,905.00 | #100,000 | 4 152,788 
6 6, 781. 00 7 45,640 | 855, 566 


Allotment by FCC from appro- 
Funds made available by FCC_--_-- 


-| } 42, 600. 00 
49, 499. 00 


48, 916 
48, 916 


oo 


Shortage made up by agency 
tribution: 

Defense, of. 
CIA 


6 36, 051. 00 


7 123, 122 


7 208, 352 


Total expenditures, actual____ 
Total expenditures, estimated_ 


85, 550. 00 


172, 038 |__- 


208,352 | 161, 000 


Total number of positions: 

Frequency Assignment Sub- 
committee 

Executive 


Average number employees, LIRAC: 
Frequency Assignment Sub- 
Executive 


Total, IRAC 


1 Excludes objects other than 01. 
2 Included in ODM budget request. 


* Frequency Assignment Subcommittee established Oct. 6, 1952, previously was IRAC. 


‘Included in FCC budget request. 


+‘ Executive Committee established Jan. 11, 1952, consolidated with IRAC, Oct. 6, 1952. 
* Arranged with the agencies through the Bureau of the Budget. 


’ Arranged at the direction of the President. 
§ Included in Commerce budget request. 


* Navy performed services in part payment of fun 


ds. 
w Ouantneres furnished space and administrative services instead of a contribution. 


nm) 
11 11 16 38 32 30 
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Mr. Paiiurrs. You are justifying 7 more people than they had 
over at the White House, or 6 more if you want to count the colonel 
who was loaned. 

Mr. Jonas. Mr. Chairman, how could they need 21 clerk-typists 
for 8 officials? 

Mr. Fiemmina. As I will point out, Mr. Congressman, that is a 
clerical operation. Part of this radio frequency assignment business 
is omg a clerical operation, keeping of records and so on. 

r. Potties. Were you about to take some people out of that box? 


MAJOR TASKS AND PROGRAM IN 1955 


Mr. Fiemmine. No; I was about to give you the justification I 
have been able to develop for the work in this area, if I may. I 
have tried to look into it personally to get a feel of it and get a feel 
of the importance of it. 

The first major task in 1955 is to improve that part of radio fre- 
quency management that involves use of frequencies by the Gov- 
ernment. 

Mr. Puiturrs. That is extremely important but I do not know 
whether you have it or whether FCC has it. 

Mr. Fiemmrne. My understanding is that under the Communica- 
tions Act of 1934 the assignment and use of frequencies used by the 
Government, that is, used by Government agencies as contrasted 
with private agencies, is in the hands of the President and not the 
FCC; that the FCC has no jurisdiction. That is my understanding 
of the legal situation, that the act puts the Government end of it in 
the hands of the President; and that he has delegated it to ODM. 

Mr. Puruurps. I think that is correct. I think that is how the 
President originally got the staff member. 

Mr. Fiemminea. That is right. IRAC, as your history brings out, 
goes back to 1921 or 1922. 

Mr. Puriures. I am not sure that the law said you had to have a 
lot of employees. 

Mr. Fiemminec. I am not alleging that, sir. The United States 
maintains the most extensive and farflung Government and civil 
radio communications system in existence today. That is what I 
have been informed. To operate these many facilities requires the 
use of radio frequencies as domestic and international highways pro- 
viding communications within the United States and connecting the 
United States with foreign countries, vessels on the high seas, aircraft 
in flight, and so forth, for the rapid exchange of intelligence. The 
assignment of radio frequencies, therefore, has a direct effect upon 
the economic well-being and defense of the Nation. Consequently, 
it is necessary for the Government to develop in an orderly and 
systematic manner its radio frequency requirements, and to assi 
radio frequencies to Government agencies. The Director of ODM 
is the President’s representative in the discharge of these duties and 
the Director in turn looks to the Assistant Director for Telecom- 
munications to assist him in carrying out these responsibilities. 

Now, on the 1955 program I have learned that the United States 
is a member of the International Telecommunication Union and is a 
signatory of the International Radio Regulations of Atlantic City in 
1947. Among other things these regulations contain an_ inter- 
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nationally agreed upon frequency allocation table which allocates 
specific bands of frequencies to the various services using radio, 
namely, aeronautical, amateur, broadcasting, fixed, maritime, and 
others. Many of the existing international operations of the United 
States and of other countries are not in the bands allocated by the 
Atlantic City regulations. Shifting these operations into bands 
proved a difficult undertaking for many countries and was especially 
difficult for the United States because of the magnitude of its radio 
usage. To assist in overcoming these difficulties of getting radio 
operations into bands so that the Atlantic City frequency allocation 
table could come into force, the Extraordinary Administrative Radio 
Conference was convened in Geneva in 1951. At this conference the 
proposal of the United States for the voluntary implementation of 
the Atlantic City frequency allocation table on a progressive basis 
was accepted by the majority of the countries in attendance. 

Mr. Putuures. Using a new part of the spectrum? 

Mr. Fiemmina. Yes. 

Mr. Puruurps. They had a meeting in London this summer on the 
same subject. 

Mr. Porter. CCIR meeting which was more of a technical meeting 
and did not involve allocation of frequencies. 

Mr. Fiemmine. In carrying out the commitments it made at this 
conference the United States is confronted with many difficult prob- 
lems. These problems all primarily arise from the inability of the 
radio spectrum to accommodate the State demands of all users. Con- 
sequently, steps must be taken toward better and more efficient utili- 
zation of what we have. In other words, more effective use of the 
radio spectrum must be engineered. Since both Government and 
non-Government operations are involved in implementing the Geneva 
agreement ODM, working through IRAC, and the FCC have a joint 
responsibility for carrying out the commitments made by the United 
States at Geneva. Actually, the ODM and the FCC are dependent 
on each other to avoid interference on frequency assignment matters. 
Accordingly, in connection with the implementation of the Geneva 
agreement, the FCC has one of its officials attend all meetings of the 
TRAC so that the problems can be discussed and solved to the mutual 
satisfaction of both groups. A considerable amount of time will be 
spent on this problem by the Assistant Director for Telecommunica- 
tions and IRAC during fiscal 1955. For example, during the fiscal 
year 1955 it is expected that the clearance of the frequency bands 
allotted for use by the cargo-ship telegraph stations will be under 
intensive study with a view to possible implementation of these bands 
by September 1954. Six months after that date clearance of the 
passenger-ship telegraph bands has been scheduled for completion. 
Concurrently work is progressing toward the continuation of clear- 
ance of certain aeronautical bands. 

Mr. Puiuirs. This committee is very much interested in this 
er 3 but the problem before us now is how many people are actually 
needed. 

Mr. Fiemmine. Coming down to IRAC where you have most of 
the peovle provided for, for the past 31 years IRAC has performed the 
function of advising the President relative to the assigament of radio 
frequencies to Government radio stations; has been making frequency 
assignments in the interim between Executive orders assigning 
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frequencies to Government stations; and has been assisting the 
Federal agencies with technical radio allocation and assignment 
problems associated with their needs for radio frequencies. 

Durmg 1955 it is estimated that IRAC will receive and process 
5,000 applications as contrasted with approximately 4,000 in 1954, 
due to increased effort on clearance of cargo working bands, aero- 
nautical bands, and commencement of work on passenger-vessel bands. 

Those are the workload figures that I have been able to develop, 
indicating an increase in workload although we are not asking for 
increase in personnel. 

PERSONNEL 


Mr. Puitires. How many people have you right now? 

Mr. Brewer. Twenty-two. 

Mr. Puivurps. Then you are asking for an increase. 

Mr. Fiemmina. The present authorization is for 30. 

Mr. Youna. Twenty-two aboard, six personnel actions in process 
clearing security. They are running about a month behind. 


SECURITY CHECKS 


Mr. Puiturrs. What has that to do with security? 

Mr. Fiemminc. We follow the practice of not putting anyone on 
the payroll of ODM without a security check. We feel there is too 
een of a highly sensitive nature circulating around ODM to take a 
chance. 

hw § Corron. You complete the check before you put him on the 
rolls? 

Mr. Fiemmina. Yes; that’s right. 

Mr. Yates. Does that mean that none of the so-called 2,200 
security risks included people dismissed from ODM? 

Mr. Fiemmine. Mr. Young can give you the figures. 

Mr. Yares. Presumably, you did not dismiss anybody. 

Mr. Corton. I am talking about new employees. 

Mr. Yates. ODM is a new organization, is it not? , 

Mr. FLtemminc. We inherited a great many employees. It was 
created in 1951. Then people were transferred to us under the 
reorganization plan from the old DPA, old NSRB, the Munitions 
Board, the Department of Defense, and so on. 

Mr. Yates. You mean they were not checked before they came into 
this superduper organization? 

Mr. Youna. You are correct. IRAC was picked up when it was 
transferred to us by Executive order. We held those aside and began 
immediately the investigation. 

Mr. Yates. Are you saying that IRAC was not subjected to a 
check? 

Mr. Young. As far as we know, it was not, until we took it over. 

Mr. Yares. Am I wrong in what the Civil Service told us that 
every Federal employee was subject to an FBI fingerprinting check 
and this did not apply to IRAC? 

Mr. Younc. Every employee has to have a fingerprint check. 

Mr. Fiemmina. Not only that, but a name file check. 

Mr. Yates. What is the nature of this investigation? 
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Mr. Fiemmine. Full field investigation. 

Mr. Puixups. Are you suggesting that the previous administration 
was remiss in its security check on the employees in the White House? 

Mr. Ftemmina. These people, the TRAC people, were not employees 
of the White House. 

Mr. Youna. That is correct, sir. 

Mr. Ftemmine. They were housed in the Federal Communications 
Commission and the Department of Commerce. But in our judgment 
when they came into ODM they should be and they have been sub- 
jected to a full field investigation. 


NUMBER OF EMPLOYEES DISMISSED UNDER EXECUTIVE ORDER 10450 


Mr. Yates. How many employees did you have who were dismissed 
as security risks? 

Mr. Youna. One. Two resigned while under investigation. 

Mr. Yates. Two resigned while under investigation. 

Mr. Youna. Check. 

Mr. Yates. In other words, then the 3 that you are speaking of go 
into this 2,200 total, presumably as having been 

Mr. Youna. Two would go into the 2,200 and 1 would not because 
it was past the reporting period. 

Mr. Yates. My question was, How many were dismissed under the 
security order? 

Mr. Youna. One. One since the reporting period, since the last 
report was sent in, which was the end of January. 

Mr. Yates. Was he or she a Communist? 

Mr. Puruures. Security risk. 

Mr. Youna. He was a security risk. 

Mr. Yates. I still want to know, was he or she a Communist, was 
he dismissed as being a Communist? 

Mr. Youna. We don’t know whether his is a Communist. 

Mr. Yates. Who dismissed him? 

Mr. Puruurrs. Off the record. 

(Discussion off the record.) 

Mr. Yates. Was the person who was dismissed a member of the 
Communist 

Mr. Youna. The person dismissed was not a member of the 
Communist Party. 

Mr. Yates. What about the other two people who were dismissed? 

Mr. Youna. They resigned while the investigation was going on. 

Mr. Yates. Were the charges that were placed against them con- 
cerned with their loyalty to the Government of the United States? 

Mr. Youna. No charges were placed against those people. They 
were being checked. 

Mr. Yates. Did they know they were being investigated? 

Mr. Youna. They certainly did. 

Mr. Yares. Were they being checked or investigated because they 
were disloyal or possibly disloyal to the Government of the United 
States? 

Mr. Youna. They were being investigated because they were 
employees of the ODM and all our jobs are sensitive and we investi- 
gate all people who work for ODM. 
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Mr. Yates. You have stated just now that all employees of the 
office are investigated. You have just stated that two resigned during 
the course of that investigation. 

Mr. Youna. That is correct, sir. 

Mr. Yares. All employees of the Office of Defense Mobilization 
then are being investigated and therefore 

Mr. Youna. All employees of ODM are investigated, correct, 
because that is in our regulations. 

Mr. Yates. The impression I got from your previous answer was 
that there was something special about these two employees and that 
was the reason for their resigning; am I wrong in that? 

Mr. Youna. They resigned during the investigation when they 
did not wish to answer questions which we raised. 

Mr. Yates. Touching upon their loyalty to the Government of the 
United States. 

Mr. Youna. Suitability. 

Mr. Yates. Suitability? 

Mr. Youna. Right. 

Mr. Yares. You draw a distinction between suitability and loyalty 
and security? 

Mr. Youna. Yes. 

Mr. Yarrs. Not security? 

Mr. Youna. The two people who resigned were not loyalty cases. 

Mr. Fiemmina. Incidentally, Mr. Chairman, I have done a little 
checking with the other departments of Government about TRAC 
and about their feelings relative to IRAC. The Department of State 
in a letter to me had this to say, that— 

The Department knows of no better economic means of handling the complex 


problems concerned with radio operation of the United States Government than 
the mechanism now being provided by IRAC. 


The Department of Defense states: 


The Military Departments consider the interdepartment Radio Advisory Com- 
mittee to be an essential agency to the successful and efficient use of the radio 
spectrum for radio security. 

Mr. Puitires. It would probably be more startling if those par- 
ticular departments had sent in a recommendation that some agency 
of Government be eliminated. 

Mr. FLtemmina. I appreciate that this kind of evidence is not always 
the best evidence but nevertheless they do have those feelings. 

What I would like to ask on IRAC 


PERSONNEL 


Mr. Purturrs. We are not questioning IRAC; we are questioning 
the need for 30 people. 

Mr. Fiemmine. | would like to ask Mr. Porter, Assistant Director 
of Telecommunications, who has been close to TRAC, closer than I 
have been, what his own appraisal is of the workload they have there 
and the way in which they are handling that-workload. I have indi- 
cated that they do anticipate an increase in workload in 1955 as con- 
trasted with 1954. 

Mr. Puiturpes. Mr. Porter has been before us when he wanted 
$950,000 and he wasn’t so sure about the $950,000, either. What was 
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it you were going to bring up about money? You wanted to act ina 
position of a determining agency or judge? You were going to bring 
us some figures. 

Mr. Porter. I do not think that applied to us. That must have 
been the FCC because it was their budget. 

Mr. Puiuures. There is $75,000 in here in object class 07 for “Other 
contractual services” that they were going to pay ODM. 

Mr. Porter. That is correct. That was the analysis unit, the 
analysis unit which was to analyze monitoring results. 

Mr. Puruuies. Were you not going to bring us up a notation? 

Mr. Porter. I wasn’t aware you had requested it but we will 
certainly be glad to furnish it. 

Mr. Putuuirs. Where does that appear in your budget as a receipt? 

Mr. Porter. I do not think it does. 

Mr. Putuures. You are not counting on that for next year? 

Mr. Youna. That was a change which came so late in the budget 
that it is not reflected in our budget as a reimbursable, as I recall it. 

Mr. Fiemmina. I think that part of the budget had been locked 
up by that time. 

Mr. Youna. They called and said we could not get that in there 
and there wasn’t a chance of it. 

Mr. Fiemmine. Going back to IRAC for a moment, we have Mr. 
Porter here. 

Mr. Putuuirs. I am glad you came up and reminded me of that 
little matter that had completely slipped my mind. 


WORKLOAD OF IRAC 


Mr. Porter. We will take care of it. The principal work load of 
IRAC has come in a peak, Mr. Chairman. We found that for the 
last several years IRAC did not have the assignment records of 
Government up to date and in usable form. There has not been an 
assignment record of Government stations prepared for the President’s 
promulgation since the year 1942. One of the biggest problems is a 
clerical problem of obtaining the Government assignments from 
Government records scattered all over Government, consolidating 
them into an IBM record-machine system so that a current list could 
be made, an up-to-date list, and I have in my hands 1 volume of 
4 which is an indication of the volume of that work. In here, and 
included with the other three volumes, is now a list of every Govern- 
ment assignment to every station operating under the President’s 
assignment power. 

Mr. Puiuures. Are you saying, then, that some of this justification 
or this request for next year is on what you would call a temporary 
basis and that you are bringing work up to date, and that you won’t 
need them after that? 

Mr. Porter. We think very likely after next year when we get 
these assignment records completely up to date and current that we 
may be able to drop down in the numbers of clerical employees. 

Mr. Putiures. How many would you say of the 30 paint bath are 
on that basis and when would you expect that work to be finished? 

Mr. Porter. Let me make this clear. This is a continuing process, 
keeping it current. I would not like to say more than 2 or 3. 
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Mr. Putuurrs. You already said you were going to put it on IBM 
machines. 

Mr. Portsrr. Yes, but there are changes required, new assignments 
coming into being, changes in assignment being made constantly so 
that that requires a rather large amount of clerical work to keep that 
going. As a matter of fact, our present work in IRAC is falling be- 

ind because, for one thing, just lack of some mimeograph operators. 
It is that critical. 


IMPLEMENTATION OF INTERNATIONAL COMMITMENTS 


Could I bring up one other function of TRAC which does require 
a rather large amount of clerical effort? Dr. Flemming touched upon 
it. That is the implementation of our international commitments. 
That is a continuing project, too, because it is being attacked in a 
progressive fashion. 

Mr. Puruures. I was going to say that if you say “implementation” 
I do not understand it, but if you use the word “defense” I might have 
understood it. 

Mr. Porter. “Implementation” as we have used it simply means 
bringing into effect a United States commitment with respect to its 
worldwide agreement with other countries under the Atlantic City 
Convention and the Extraordinary Administrative Radio Conference 
of 1951. That is a task of considerable magnitude. 

Mr. Puiturps. This committee is of the opinion that this is a 
necessary function but it was wondering about the 30 people. Did 
you want to take any people out of that lower right-hand corner box 
there? 

Mr. Fiemminea. Could I say one other thing on telecommunica- 
tions? We also have the basic responsibility for the development of 
mobilization plans for United States telecommunications. That is 
being performed by Mr. Porter’s office. 


CHANGES IN STAFFING IN OFFICE OF THE DIRECTOR 


I am coming back to the boxes that we discussed last time and let 
me start with the Office of the Director. Under that special assistant, 
strike the GS-15, the GS-7, and the two at $15,005. 

Mr. Puiturrs. Good. How about the box just below? 

Mr. Fiemmina. No change there. 

Mr. Pariurrs. How about Health Resources Advisory Committee? 

Mr. Firemmina. No change there. If you will move over to the 
right of the box, though, I do have some suggestions. 

Mr. Putuures. NSC staff? 

Mr. Fiemmina. Take the economist out, GS-15. 

Mr. Yarers. National Security Council staff? 

Mr. Puruurps. Yes. 

Mr. Yares. Js this the staff that is in liaison with the National 
Security Council? 

Mr. Femina. This is a staff that serves the Planning Board of 
the National Security Council. 

Mr. Puiuutps. We did not gain anything on that one. 

Mr. Fiemmina. Take out one secretary there. 

Mr. Puiuurres. The $4,000 position? 
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Mr. Fiemmine. GS-6. That makes $4,545 instead of $8,465. 
That makes the totals in that box 4, at $36,675. 

Mr. Puiuuirs. You took out two illustrators last time. Do you 
still have them? 

Mr. F.iemmrina. I have been given a pretty vigorous argument to 
the effect that they are performing full-time jobs. 

Mr. Don’t weaken. 

Mr. Youna. It would cost us more if we had to do this work out- 
side. We went back into that and tried to see if we could not get it 
done outside. 

Mr. Fiemmrna. I was impressed with your point of view on it but 
if we contracted for 

Mr. Puituies. I once said on the record that I thought this was a 
very desirable service but I questioned whether you ought to have 
the people permanently on the staff or whether you ought to have 
a pool somewhere in the Government. 

Mr. Youne. May I speak to that point? This is a service. They 
do a lot of work for NSC who do not have drafters. They do some 
work for the White House. Outside of that the load is ours. 

Mr. Puruures. Since we took out two the other day, who are you 
going to take out to balance them if we put them back? 

Mr. FLtemmine. Nothing in there at the present time. 

Mr. Puipuips. Next is the General Counsel’s office. 

Mr. FLemmine. We have taken out a secretary at, GS-5. Then, 
as you recall, we shifted part of the stabilization responsibility over 
to this area. 

Mr. Puiuures. You took a man out of the stabilization area. 


ADMINISTRATIVE MANAGEMENT AND SECRETARIAL SERVICES AREA 


REDUCTIONS IN STAFFING 


Mr. Purtures. Coming down to Administrative Management and 
Secretarial Services—didn’t you want to take a man out there? 

Mr. Fiemmina. I think we are unique. We have only one 
man on information work and I do not believe there are many other 
departments where that is the case. 

r. Yates. What does the information officer do? 

Mr. Fiemmine. Just that, Mr. Congressman. May I say that 
when all these offices came together we inherited 22 information 
officers and we have cut it down tol. He simply puts out information 
to i press and to other publications relative to work of ODM. That 
is all. 

Mr. Yares. Did I understand that you were disposing of the 
information specialist? You said you had one man and an assistant. 

Mr. Fiemminea. That is right. 

Mr. Puruurrs. Now get down to the Administrative Management 
and Secretarial Services area. Are there any positions being elimi- 
nated there? 

Mr. Fiemmina. Under General Services staff, purchasing officer, 
GS-11. May I say this? There was some tendency, I feel, to be 
critical of the number of people on the personnel staff. I appreciate 
the fact if you apply the overall ratio that it does not fit. However, 
am I not correct that when you are dealing with a smaller agency 
you do not necessarily apply that ratio as strictly as you would to a 
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larger agency? I went into this matter very carefully. We do have 
a great many personnel transactions growing out of. the number oi 
oa who come in as consultants. I am one of those persons who 

elieves that classification of jobs should be kept current and up-to- 
date. I did think in terms of striking the position classifier and seeing 
if I could get that work done by detail but in the long run I do not 
think that I would accomplish very much in the way of savings. 

Mr. Puiturrs. This committee has applied the same classification 
with no difficulty. We have not made an issue of it. We just said 
that the classification is so much and all the agencies have said, O. K. 
How about the library staff? Do you need 4 librarians? 

Mr. Fiemmrne. I will ask Mr. Young to speak to that. He can 
tell you about that. You will recall you asked questions about the 
number of volumes in the library. 

Mr. Putuurrs. Who uses them? Why don’t vou give the library to 
Library of Congress? 

Mr. Youna. We have 162,000 volumes in there. They are mostly 
special collections on mobilization planning. 

Mr. Puiuuips. Are vou the only ones in Washington using it? 

Mr. Youne. Last Thursday we had 7 requests from the White 
House, 5 from the NSC staff and some from Agriculture and some 
from Defense. We are not the only people who use it. If we turned 
this over to the Library of Congress—we went into that—it would 
take us on the average of 4 to 6 days to determine whether a volume 
we wanted or pamphlet or something, could be loaned to us and after 
that we could get it. 

Mr. Puruures. That is pretty slow service; we get them the same 
afternoon. 

Mr. Fiemmina. You will recall that when I was on the Civil Service 
Commission we had discussion about the personnel library down there. 
The question was raised as to whether or not the Government was 
justified in having special libraries. This seems to me to fall into 
that category. Again I do not want to be dogmatic about it. I 
ok probably the Government gets better service out of it located 
there. 

Mr. Youna. White House, 5; National Security Council, 7; Bureau 
of the Budget, 5; FOA, 2; Public Roads, 2; National Science Founda- 
tion, 2; Civil Service Commission, 1; State, 1; the National Safety 
Council, which is in town, 10; SDA, 3; and the Hoover Commission, 3. 

Mr. Puruuirs. The ones I saw did not have much time for reading. 

Mr. Yates. How many employees do you presently have? 

Mr. Youna. At the present time 311 full-time employees. 

Mr. Yares. I notice your green sheets show 325. That is the 
number you are authorized to employ? 

Mr. Youna. Yes, for this year. 


NUMBER OF FULL FIELD INVESTIGATIONS COMPLETED 


Mr. Yates. Have all 311 now working for you had their full field 
check completed? 
Mr. Youna. No. I think full field investigation—— 
Mr. Yates. You said all of your employees were being subjected 
to a full field investigation. 
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Mr. Youne. Right. I do not think some of those for IRAC are 
completed. 

Mr. Yates. How many employees are there at IRAC now? 

Mr. Youne. Twenty-two with six commitments. 

Mr. Yates. Would you say you have completed 300 of your full 
field investigations? 

Mr. Youna. Many of those had been completed previously because 
when we picked up the old ODM we had about some 100 employees 
that had previous full field investigations. I think there were a 
few of those that had to be brought up to date because they were 
dated as far back as 1947-48. There were some investigations in 
process for the staff of Defense Production Administration which were 
not completed, and we completed all those. 

Mr. Yates. All your new employees are given a full field investi- 
gation? 

Mr. Youna. That’s right. 

— Yates. How long does it take? Do you find it hampers you 
at all? 

Mr. Youna. It depends on the workload that the Civil Service 
investigators have. 

Mr. Yares. Are your full field investigations conducted by the 
Civil Service Commission? 

Mr. Youna. Yes, except where there has been a previous iavestiga- 
tion by the FBI we usually have the FBI bring it up to date if it 
needs up dating. I would say about 99 percent of our investigations 
that we are doing now are done by the Civil Service Commission. 
The period runs from 30 to 60 dyas. 

Mr. Yares. Out of the some 300 employees that you have on hand, 
2 have resigned while the investigations were pending for reasons 
other than loyalty and 1 was dismissed. With respect to that 1, you 
state he was not dismissed because he was a member of the Communist 
Party. Was there a question of loyalty involved in his dismissal? 

Mr. Youna. Yes, there was. 


DETERMINATION OF BUDGET REQUEST FOR STOCKPILE PROGRAM 


Mr. Yates. When General Services Administration appeared before 
this committee the other day and I asked the question as to the amount 
of money they requested of the Bureau of the Budget for the purpose 
of making purchases of critical and strategic materials for the stock- 

ile program they stated they figured approximately $309 million. 
heir request of this committee was $199 million, approximately. 
Did you ask the Bureau of the Budget for a figure in excess of the 
$199 million for the purpose of purchasing strategic and critical 
materials? 

Mr. Fiemminc. No; those requests were made only by GSA. 
They make the request to the Bureau of the Budget. 

r. Yates. GSA makes the request upon your instruction, does 
it not? 

Mr. Fiemmina. On the basis of programing that we have worked 
out with them, that’s right. 

Mr. Yatss. Was their request for approximately $309 million made 
upon your recommendation? 
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Mr. Fiemminc. We gave them a program that we felt should}be 
carried out. 

a oy ean The sum total of this program approximated $309 
million 

Mr. Fiemmina. They had to price it out and submit it to the 
Bureau of the Budget. 

Mr. Yarss. In allowing only $199 million, therefore, is the Bureau 
of — Budget going against your wishes in bringing the stockpile up 
to date? 

Mr. FLemmine. They are not. We are in complete agreement with 
the proposal submitted in the President’s budget hedeuue when we got 
to the Budget Bureau we sat down with them and worked out a cor- 
relation between the borrowing authority fund and the stockpile fund. 
Also we decided that one of the aspects of the program that had been 
included probably could not be completed by 1955. Let me sum it up 
this way, Mr. Congressman; I feel that you can take the expenditure 
ceilings that have been put on stockpile, the expenditure ceilings that 
have been put on the borrowing authority review fund, and develop a 
program that will make it possible for us to move expeditiously toward 
achievement of our stockpile goals; in fact, just as expeditiously as 
present market conditions will permit. There is this exception to 
that. The program that we are operating under at the present time 
would allow for the fact that certain aluminum companies will put to 
the Government, under contracts that they have with the Government, 
aluminum in the amount of 80,000 tons in 1954 and 42,000 tons in 
1955. The provision has not been made to transfer the 42,000 tons 
that will come in 1955 to the stockpile. When we come back up in 
1956 we may want to recommend that it be transferred to the stock- 

ile and that funds be provided for that particular purpose. As I 
indicated earlier, the whole requirement situation, as far as aluminum 
is concerned, is under a very careful study at the present time. That 
might result in a change in the stockpile objective which would mean 
that it would not make good sense to transfer this 42,000 tons to the 
stockpile. So -we are holding that in abeyance. 

Mr. Puruurps. It would move right into industry. 

Mr. Fitemmina. We will hold it until we get a chance to evaluate 
the situation and then come back and discuss it with the committee 
as to whether or not it should be transferred to the stockpile. 

Mr. Yates. Do I understand your reply to my previous question 
correctly in that what you did with respect to the reappraisal of your 
initial request of the Bureau of the Budget for approximately $300 
million was to move the request from direct appropriation over to the 
borrowing funds but that the amount of materials that were actually 
being purchased for the stockpile was the same? 

Mr. Fiemminc. Nothing can go into the stockpile except as it is 
purchased by stockpile funds appropriated by the Congress. I think 
we have to start there. 

Mr. Yates. There can be no materials that go into the critical and 
strategic materials stockpile program without having been purchased 
by GSA with funds appropriated by the Congress? 

Mr. Youna. Except surpluses. 

Mr. Fiemmine. The Defense Production Act as amended last year 
does provide that if you acquire materials excess to the needs of the 
Government that the President can direct that they be transferred 
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to the stockpile without charge to the stockpile. That has not been 
done up until the present time. I do not know of any plans for doing 
it. Outside of that, your statement is correct. 

Mr. Yates. There was a reduction of $100 million plus in the 
amount requested of the Bureau of the Budget by GSA between the 
time that agency made its original request of the Bureau of the 
Budget and the time the decision came out, is that correct, in the 
amount of funds that were to be used for the strategic and critical 
materials? 

Mr. ParNneE tu. One point pertinent to your question, Mr. Congress- 
man, is that originally the programing was done on the basis of the 
stockpile appropriation reimbursing the borrowing authority for 
certain materials acquired under expansion contracts. This constitutes 
a reprograming where the stockpile money has not been requested 
but the material will still be bought under borrowing authority but 
will be available for defense purposes. Is that clear? 

Mr. Yares. Are you saying that there are two stockpiles? 

Mr. Parnetu. Temporarily there will be. It is not a stockpile in 
the true sense but temporarily it will be bought from borrowing 
authority and as was pointed out, held there for later determination 
as to whether it goes into the stockpile or is needed in industry. 

Mr. Yares. I do not reconcile your statement with Dr. Flemming’s 
because he has just stated that no materials may go into the stockpile 
program without having been purchased with funds appropriated to 
GSA by the Congress. 

Mr. Parnetu. They will not go into the stockpile technically but 
still will be covered by the borrowing authority funds. 

Mr. Yates. GSA appeared before us and stated that they had re- 
quested over $300 million of the Bureau of the Budget for the purpose 
of purchasing strategic and critical materials. 

Mr. Fiemmina. That is correct. 

Mr. Yates. The Bureau of the Budget permitted them or granted 
them $199 million plus for the purpose of purchasing strategic and 
critical materials. GSA’s original request of the Bureau of the 
Budget was predicated in the first instance upon your approval, is 
that correct? 

Mr. Fiemnina. That is eorrect. 

Mr. Yares. The Bureau of the Budget’s allowance of $199 million 
was predicated upon your agreement, is that correct? 

Mr. Fremmrinc. That is correct. 

Mr. Yates. So in the interim between the time that GSA made 
its request and the time that the Bureau of the Budget approved the 
amount for the purchase of material, there was a reduction in excess 
of $100 million to be used for the purpose of purchasing strategic and 
critical materials, is that correct? 

Mr, Fiemmina. That is correct. 

Mr. Yares. How long a period was that? 

Mr. Fiemmrina. Several weeks. 

Mr. Yates. What were the conditions that caused you to change 
your mind in a period of several weeks.? 

Mr. Fiemmina. In the first place, as I have indicated to you, 1 
or 2 items were taken out of the budget, simply because of the fact 
that there was no firm evidence indicating that we would be called 
upon to spend those funds during 1955. 
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In the second place, as Mr. Parnell has pointed out and as I[ 
pointed out by taking a specific illustration, that is, aluminum, there 
were certain materials going to be put to the Government under 
contracts the Government has with the producers which are stockpile 
materials but where there is sufficient question about whether or not 
they should ultimately go into stockpile that we are just simply 
going to hold them until we have a chance to reevaluate the situation 
and then determine whether in submitting the budget for 1956 we will 
ask GSA to request funds to transfer those materials into the stock- 
pie. As Mr. Parnell points out, the Government will have the 
materials. We will have title to them. We will have access to them. 
In fact, we have got to take them under existing contracts. There 
was sufficient question as to whether or not they would ultimately be 
needed for the stockpile. As a result we decided simply to hold 
them and then when we build the 1956 program, we will make recom- 
mendations as to whether or not funds sheuld be appropriated to 
transfer them into the stockpile. 

Mr. Yates. How much of the borrowing power have you committed 
for that purpose? As I understand what you are saying, you have 
used the borrowing power for the purpose of buying additional 
strategic and critical materials? 

Mr. FLtemmine. No. 

Mr. Yarus. At least for commitments. 

Mr. Fiemmine. We are going to use borrowing authority funds to 
live up to contractual commitments that the Government has made 
over the period of the last 2 or 3 years to purchase those materials 
under certain conditions. 

Mr. Yares. You are using borrowing authority funds for the 

urpose of meeting your commitments that have been made over the 
ast several years but before that may be moved into the account of 
the stockpile of strategic and critical materials you have to get appro- 
priations from Congress to reimburse the borrowing authority funds 
and take those materials for which you have used the borrowing 
authority funds over to the stockpile? 

Mr. Fiemmina. That is correct. 

Mr. Yates. The question I am asking you now is, How much have 
you committed your borrowing funds for forthe purpose of pur- 
chasing strategic and critical materials; in other words, to meet your 
commitments at this time? 

Mr. Fiemmine. Overall expenditure ceiling on the borrowing 
authority is—— 

Mr. Yates. I do not mean that. 

Mr. Fiemmina. For 1955, that is what I am talking about. The 
Bureau of the Budget, the President in submitting the budget has set 
a ceiling for use of borrowing authority funds. ct is the first time, 
incidentally, that a ceiling has been set. 

Mr. Yates. The purpose of my questions, Doctor, is because I 
think you—and you and I are dedicated to the same objective and that 
is building up the stockpile of critical and strategic materials as 
quickly as possible—I wondered when I saw what had happened 
before the Bureau of the Budget as to why $100 million had suddenly 
been taken away from a very desirable objective. 

Mr. Fiemmina. I understand fully your feeling there. 
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Mr. CuEveLanD. The only material of stockpile grade generated 
under the borrowing authority that will not be transferred to the stock- 
ae fiscal 1955 is about 42,000 tons of aluminum valued at $18 
million. 

Mr. Yates. So that insofar as the stockpile materials are concerned 
this is the only amount that is appropriated. Is that correct? 

Mr. Fiemmina. I may say, Mr. Chairman, that I am dedicated to 
the objective of reaching these stockpile objectives as soon as we 
possibly can, but as you budget ahead for 18 months, there are a good 
many uncertain factors. My feeling is that our relationship with the 
Congress is such that if we get an opportunity to set it up and we do 
not have enough money for it that we can make a request for a supple- 
mental. I would rather proceed on that basis. 


GOALS OF THE STOCKPILE PROGRAM 


Mr. Yates. I have before me part of the justification presented 
to this committee by GSA when it appeared the other day, showing 
the status of the stockpile program, and indicating the goals. Who 
establishes the goals? 

Mr. Fiemmrina. The Director of ODM. They used to be estab- 
lished by the Chairman of the Munitions Board but that authority 
was transferred to the Director of ODM. 

Mr. Yares. Are these the goals that were created by the Munitions 
Board or have you changed them? 

Mr. Fuemmina. I think I am correct in saying that virtually all of 
them are still the goals established by the Munitions Board. We are 
now in the process of making an intensive review of the nickel, lead, 
and zine objectives, and as indicated in my earlier testimony, we 
intend to review intensively 59 of them during 1955. 

Mr. Yates. You stated previously that there were approximately 
some 300—— 

Mr. Fiemmine. Materials. 

Mr. Yates. In the stockpile program? 

Mr. Fiemmina. That is right. 

Mr. Yates. Apart from the few that you have just mentioned, 
lead, nickel and one or two others, and the 59 that you intend to 
review, does this mean that you are satisfied that the objectives of 
the remaining materials and metals are satisfactory? 

Mr. Fiemmina. Not necessarily. They will be subject to constant 
scrutiny. Take as an illustration titanium, that is not on your list. 
That ultimately will go on the list just as soon as we can get around 
to the place where we can take care of current demand. That list 
can and undoubtedly will change from time to time. 

Mr. Yares. Have you reviewed the objectives of all the materials 
yet? 

Mr. Fiemmine. No. 

Mr. Yarrs. You have not had enough time; is that the point? 

Mr, Fiemmine. That is right. We are moving in en it in 1954 
and some of the really major ones will be reviewed in 1954; others will 
be reviewed in 1955. 

Mr. Yates. How long will it take you to review allofthem? . 

Mr. Fiemmina. We estimate that it will take until the end of 1955 
to review 59 we tried. One reason, Congressman, why we cannot do 
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most of it until 1955 is that the new basic requirement-supply figures 
based on the Joint Chiefs of Staff new strategic plans in all probability 
will not be available much before June or July. It does not make very 
much sense to go through exhaustive reviews when we know we are 
going to get new requirements figures from Defense. 

Mr. Yares. How can you make recommendations to GSA if you do 
not know what your objectives are? 

Mr. Fiemmina. Here is the philosophy I have adopted on that: 
When you are dealing with either expansion goals or stockpile goals, 
there are always some studies underway, always some new strategic 
plans being developed. You could always just freeze your program 
and say we are not going to do anything with it until new evidence 
is available and until we have reviewed the whole situation. I do not 
believe we should do that. I believe we should take the best evidence 
available, stick with that goal, work toward that goal, then when we 
get new evidence, think through the whole problem again, revise the 
goal and set a new objective. As I see it, although I indicated earlier 
we are going to try to avoid overruns, still in this particular area we are 
not acquiring liabilities. We are acquiring assets. If we have a few 
overruns now and then, it is not a disastrous situation. Either we 
may decide it is a good thing to keep what we have from a strategic 
— of view or it may be decided that we ought to sell and get cash 
or the Treasury for it. 

Mr. Yarns. The Department of Defense gives you its estimates 
of its requirements on strategic and critical materials, does it not? 

Mr. Fiemmine. That is right. 


USE OF NICKEL FOR DEFENSE PURPOSES 


Mr. Yarxs. With respect to the use by the Department of Defense 
materials in short supply such as nickel, what check is made, if any, 
by ODM to determine whether those who are allocated materials like 
nickel are actually using it all? 

Mr. Fiemmine. I understood that question was raised with GSA. 

Mr. Yaress. I raised it with GSA the other day because I heard a 

ay market was springing up in hickel. I wondered whether ODM 

as any function in that respect and if it has, what it was doing? 

Mr. Fiemmine. The Office of the General Counsel of the Depart- 
ment of Commerce, in conjunction with the Business and Defense 
Services Administration administers the compliance and enforcement 
activity under the Defense Material System. In operating instruction 
No. 4 it will be noted that on page 3 it states that— 
illegal use of rated orders and symbols to obtain material would be the principal 
source of violations and that in lieu of adequate personnel for aggressive compliance 
campaigns, field offices of the Business and Defense Services Administration would 
serve as listening posts for infractions of the law. Reports from these offices 
would be starting points for investigations. 

So if anybody felt for example that there was illegal use of any of 
the material that has been set aside, if he would take it up with the 
appropriate field office of the Business and Defense Services Adminis- 
tration, they in turn would start preliminary investigations and refer 
it into the General Counsel in the Department of Crpeuienibics and he 
wane pursue the matter and determine what action should be taken, 

any. 
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Mr. Yatss. I know the military has been in the habit of changing 
specifications in its contracts quite frequently. If there is a cutback 
and material like nickel, has been allocated to a manufacturer, ma- 
terial he no longer needs, what is the procedure for recovering that 
nickel for defense purposes or making sure it is going to be continued 
to be used for defense purposes? Is there any that you know of? 

Mr. CLeveLanp. I think the procedure is about as follows: Alloca- 
tions to nickel users are made on a quarterly basis. Each user files a 
quarterly inventory report. If a contract is canceled it is my under- 
standing he does not return the nickel but he is not eligible for new 
allocations in succeeding quarters until his original allocation is used 


Mr. Yates. May he use uncommitted nickel on hand for civilian 
purposes if he was originally granted that nickel under a defense 
contract? 

Mr. Friemmina. If he did, they could catch up with him next 
quarter because he would put in a request for an amount for defense 
purposes for the next quarter. They would deduct from that request 
the amount that had not been used for defense purposes the preceding 

uarter. 
. Mr. Yares. This assumes he has another contract to work on for 
defense purposes? 

Mr. Fiemmina. Yes. Where the contract is cut off, something like 
you describe could happen. 

Mr. CLevetanp. If a contractor does not use an allocation for 
defense purposes, it is diverted to some other defense contract. 

Mr. Yares. Who checks him and how is it picked up? 

Mr. CLEVELAND. On inventory and use reports. 

Mr. Yates Is he required to ship it somewhere? Is there an 
allocation system that will pick up his surplus material and require 
him to ship it to another manufacturer? 

Mr CLrEvELAND. I believe that is correct. 

Mr. Youne. That is done in the Department of Commerce. 


USE OF NICKEL FOR CIVILIAN PURPOSES 


Mr. Yates. What is the outlook for nickel this year for civilian 
production? Is it going to be tight? 

Mr. FremMina. it is tight and will continue to be tight. 

Mr. Yates. Will it loosen up at all? 

Mr. Fiemmine. It might as we get into the third and fourth quar- 
ters. 

Mr. Yates. What proportion of nickel is allocated for civilian pro- 
duction? Is there a formula established between military and 
civilian production? 

Mr. Fiemmina. Let me put it this way: There will be as much nickel 
available for the civilian economy throughout all of 1954, the calendar 
year, as was available for the civilian economy throughout all of 1953. 

Mr. Yates. Does that mean that presuming 1953 was inadequate, 
it will still be inadequate in ’54? 

Mr. Fiemmina. That is correct. 

Mr. Yates. Does it mean there will be no more available than 
in 
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Mr. F.iemmine. In all probability there will not. The Govern- 
ment may be able to get access to some nickel that would relieve that 
situation slightly during 1954. I would not want to hold out any 
hopes. We are working at it to see if something could be done to 
alleviate the situation. 

Mr. Yares. I was under the impression that the budget for the 
Department of Defense had been cut and I was wondering whether 
materials should be cut. 

Mr. Fiemmina. Considerably. 

Mr. Yares. If true 

Mr. FLemmina. What became available in that way was channeled 
to stockpile. 

Mr. Yares. What you are not using for current consumption, 
already allocated, will go into stockpile? 

Mr. Fiemmina. That is right. We feel it is very important for 
that to happen because of the critical nature of the stockpile. 


STATUTORY AUTHORITY OF ODM 


Mr. Yates. During direct testimony I gained the impression that 
you believe that your mandate in connection with the establishment 
of the Office of Defense Mobilization is that where there is any dupli- 
cation of authority between your agency and another agency, the other 
agency is the one that must discontinue doing the work and that yours 
is the one that shall do the work. For example, if there is conflict 
between your agency and the work of the Office of Civilian Defense, 
the work of the Office of Civilian Defense shall be curtailed? 

Mr. Fiemmina. That isright. If that office is performing functions 
that have been assigned by the President to the Director of ODM, 
then it seems to me that those activities should be curtailed. Per- 
sonally, I do not think they are performing any. I think the reason 
for it is that the President has clarified those assignments in what 
seems to me to be a very effective way. I feel, Congressman, that 
unless you do follow a policy of that kind, responsibility for a par- 
ticular activity is very apt to fall in between the cracks because it is 
clear that the ODM is the last office short of the President that has 
responsibility in these particular areas. If somebody else is reaching 
in and trying to discharge some of those responsibilities that have been 
assigned to the Office of Defense Mobilization, it seems to me that 
their activities should be curtailed but that you should not weaken the 
office that the President holds responsible, finally for what happens. 
Our discussion on stockpile is a good illustration of it because as you 
know, in the final analysis if there is complaint on any phase of the 
stockpile operation it will come to the Director of ODM and he will 
have to handle it. There isn’t anybody else we can pass it to, 

Mr. Yarrs. We hold GSA nrc in this committee; maybe 
we should not. 

Mr. Fiemmine. You hold them responsible for doing a good pur- 
chasing job but you do not hold them responsible for setting the 
objectives. You do not hold them for programing the objectives, 
for setting the specifications, for setting policy on rotation and so 
on. You hold us responsible for all of those thi The President 


through his Reorganization Plan No. 3 for the first time centered 
responsibility at one point for this whole stockpile operation. That 
is his whole objective in creating ODM to fix responsibility at one 
point. 
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Mr. Yates. The objection is that it may result in duplication with- 
out the possibility of cutting back on the office over which the Office 
of Defense Mobilization is superimposed. What I had in my mind 
is whether it would not have been more eftective to give you the job 
of the superagency that you have but to give you authority as well to 
require existing agencies to perform the work you have to perform? 

Mr. Fiemmina. We do have authority. 

Mr. Yates. Why don’t you use their employees? 

Mr. FLtemmina. We do to the maximum possible extent but, Con- 
gressman, there reaches a point where if someone has the kind of 
responsibilities that have been given to us that we need some people 
on our own staff who are experts in particular areas that we can turn 
to and rely on for technical advice. I am sure I do not need to spell 
out the nature of the responsibility in this whole materials area. We 
feel we need some expert help and assistance but 1 am dedicated to 
the idea of using the other departments and agencies to the maximum 
extent. 

USE OF MACHINE TOOLS BY SMALL BUSINESS 


Mr. Jonas. Did you take over the functions of the Munitions 
Board with respect to machine tools last year? J want to know if 
there is any question now about the ability of a defense supporting 
small business obtaining some of these te tools, a business that 
supports defense contracts? Are machine tools available to such 
organizations now? 

Mr. Fitemmina. Yes. 

Mr. Youna. If they are working on defense supporting, yes. 

Mr. FLemmina. And if it can be shown it is in the best interests 
of defense to let them have it. 

Mr. Puiuiies. Then you would waive restrictions on packages of 
machine tools? 

Mr. Fiemmina. It might involve that or it might not. You would 
have to weigh both factors. Let us assume it did mean breaking up 
an existing package. You would have to weigh in the balance then 
whether from a defense point of view it made more sense to let this 
small defense supporting activity have the tools or whether you should 
keep the package intact. 

Mr. Youna. You have a lot of tools not in package, too. 

Mr. Jonas. Where are they, in GSA? 

n Young. GSA and the Department of Defense has a lot of 
them. 

Mr. Fiemmina. The Department of Defense has the great bulk. 

Mr Jonas. None can be disposed of without your certifying? 

Mr. Fiemmina. None can “ leased; that is correct. Let us say 
the Department of the Army thinks it would make good sense to lease 
for nondefense purposes. They make a recommendation to the Office 
of the Assistant Secretary of Defense, Mr. Thomas, and he in turn 
makes a recommendation to us. We can be determined to do every- 
thing we can to keep those packages from being broken up. 

Following World War II those packages were broken up rather in- 
discriminately. 

MICA STOCKPILING PROGRAM 


Mr. Jonas. Please turn to page 25. In the first column, $29,755,- 
000 of borrowing authority to stockpile mica, is that your total? 
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Mr. Parne.u. That is the amount certified as the probable ulti- 
mate net cost. 

Mr. Jonas. The figure $10,350,000, is for the foreign-mica program? 

Mr. Parneu. Yes, sir. That is explained in the right-hand col- 
umn. The foreign-mica program contemplates the purchase of mica 
it reads on there. That is the basis. 

Mr. Jonas. The remainder was for the purchase of domestic mica? 

Mr. ParneE t. Yes, sir; the next one is domestic, as explained in 
the right-hand column. 

Mr. Fiemminc. Commitment to purchase at contractors option. 

Mr. Jonas. How can we tell from this table how much of the 
foreign program has been completed? 

Mr. Youna. You can’t. This is the financial report and does not 
show actual deliveries. 

Mr. Jonas. I would like to know how much remains in the foreign 
program. 

Mr. Parnetu. How much of the foreign program remains to be 
completed? I can get that for you. 

Mr. Jonas. Does that have to be completed in foreign purchases? 

Mr. ParNELL. Yes, sir, this particular program as identified here, 
is a firm foreign purchase contract. Apparently that has to be fol- 
lowed through to its conclusion. 

Mr. Fiemminea. One contract, Mr. Parnell? 

Mr. Parne wu. No, there are several. 

Mr. Youna. Isn’t that for the type of mica we do not produce? 

Mr. Jonas. Ruby mica, I suppose. 
: Wome the record be available showing where this mica is coming 
rom 

Mr. Parnetu. We could get it from GSA, the contracting agency. 

Mr. Jonas. It would be information that GSA has? 

Mr. Fiemmina. But we will get it for you. Be glad to. 

Mr. Jonas. Thank you. 

(The information requested is as follows:) 


Status of foreign mica purchase program undertaken under the provisions of the 
Defense Production Act, as of Feb. 8, 1954 


Country of Contract uantity 

Contractor origin quantity elivered 

Pounds Pounds 
Asheville-Schoonmaker Mica Co., Brazil... 272, 333 
Gillespie-Rogers-Pyatt Co., 293, 300 
United Mineral & Chemical Corp. Angola... __- 280, 000 6, 331 
Manchard Trading Corp-.................--....----....---...- India_....... 80, 000 4, 300 
Western Hemisphere Raw Materials Corp...........-.....--- Brazil._....- 743, 666 : 99, 574 
45, 971 
Brazilian-American Mica Corp. ............-.---..--.--.---.- Brazil______- 533, 330 89, 495 
cn 4, 941, 249 1, 115, 742 
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EFFECT OF BUDGET BUREAU ACT ON STOCKPILE OBJECTIVES 


Mr. Jonas. In what detail do you and the Bureau of the Budget 
collaborate in determining the amounts to be stockpiled? 

Mr. Fiemminc. In determining stockpile objectives, there is no 
collaboration. We make that decision on the basis of recommenda- 
tions that come from other departments. 

Mr. Jonas. Without reference to the Bureau of the Budget? 

Mr. Fiemmine. That is right. No reference to the Bureau of the 
Budget. The only point at which there will be collaboration and 
consultation between us and the Bureau of the Budget will be in 
connection with the developing of the programing for achieving the 
stockpile objectives. That is the programing in any given year. 
They would examine that just as they would examine any other 
justification for the expenditure of funds. 

Mr. Jonas. They would have authority and do control the amount 
to be purchased in 1 year? 

Mr. Fiemmina. That is right. They have imposed an expenditure 
ceiling which is reflected in the President’s ceiling. We cannot 
exceed that ceiling without going back to them. 

Mr. Jonas. As a practical matter, the Bureau of the Budget would 
be setting stockpiling ceilings. 

Mr. Yares. I[t is the boss. 

Mr. Putuurres. You might say you need some material and the 
Bureau of the Budget says you only have so much money, they in 
effect have set the ceiling? 

Mr. Jonas. They set the ceiling that you can acquire during 1 
year but have no control over the ultimate goal? 

Mr. FiemminG. They have absolutely no control over the ultimate 
oal. They could, as the President’s advisory staff on fiscal and 
udgetary matters recommend a slowing down of a program which 

we wanted to follow. 

Mr. Yates. Which is what happened this year? 

Mr. FLtemminea. If I may repeat, I do not think the action taken 
has resulted in slowing it down as far as this coming year is concerned. 
If we are wrong, we will be right back up here, but I do not think so. 

Mr. Puriires. How much detail does the Bureau of the Budget go 
into when they set the figure? Do they review all the reasons that 
you had and documentary evidence and the supporting statistics that 
you have? 

Mr. Fiemmrine. If they are going to impose a ceiling, we will insist 
on their listening to our justifications. So That will bring them right 
into our detailed programing. 

Mr. Jonas. Did they listen this year? 

Mr. Fiemmina. Yes, they did. 

. Mr. Jonas. You did justify the program before the Bureau of the 
udget? 

Mr. Fiemminc. The fact of the matter is I indicated to the Director 
of the Bureau of the Budget that before there was a final decision 
made on it, I wanted to talk with him and with his associates. Ac- 
tually, he happened to be out of town but I talked with his Assistant 
Director. We went up and went over the whole thing and I agreed 
with them on the expenditure ceiling reflected in the budget. 
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NUMBER OF EMPLOYEES 


Mr. Puiturps. I have three figures I want to draw together. Mr. 
Young, you can probably give them to me. How many positions did 
you have set up in the budget request for 1955 when you came up 

ere? 

Mr. Youna. Two hundred and ninety-four. 

Mr. Puiturs. How many did you actually have on the payroll as 
of the present time? 

Mr. Youna. Three hundred and eleven full time. 

Mr. Puiuires. How many have you reduced during the year? 

Mr, Fiemmine. Eighteen; that represents a savings of $145,480. 


TRAVEL EXPENSE 


Mr. Puitires. What do you want to do so much traveling for? 
$150,000? 

Mr. Brewer. We used $107,000 for 1953. However, this travel 
experience is not comparable to our present requirements which in- 
clude DPA, NSRB, and stockpiling functions which were received by 
transfer in the last half of fiscal year 1953. 

Mr. Fiemmrna. As you have undoubtedly noticed in looking at our 
budget, we rely a great deal on outside consultants doing the type of 
operation we have in the Office of ODM. It seems to me to make good 
sense. In other words, you are not going to get the best results in the 
areas that we have responsibility for if you rely on people giving full 
time to Governmert. It is necessary to bring in from the outside 
outstanding experts and as you well know any agency in bringing in a 
great many outside experts, runs up its travel costs. The travel is 
primarily for that. 

Mr. Youne. Most of that travel is for consultants, 90 percent, 
w. 0. c.’s and w. a. e.’s. 

Mr. Fiemmina. A good illustration of that is what I said earlier 
about titanium, namely, setting up a task force for that area and bring- 
ing in experts from the outside. 

r. Youna, On this mica problem before we resolve that on getting 
better end use in industry of some of the lower grade mica, I think we 
will have to get people in. 

Mr. Jonas. Specialists are used in those fields and not in the plan- 
ning fields such as removal of Government agencies? 

Mr. Puruuires. Those fields are coincident. 

Mr. Fiemmine. Very definitely. 

Mr. Puitutrs. When they plan they have to plan how much mica 
they need and when they do that they will call in specialists and 
consult them. When they go home they will send bills for travel. 

Mr. Fiemmina. In the field of nonmilitary defense you mentioned 
there will be considerable consultation and should be. 

Mr. Pures. Can we get warehouse space? Are you familiar with 
that? Are they going to be discontinued or put into a standby basis 
or anything like that? 

Mr. Fiemmina. I think possibly we will be able to and that is one 
of the things we are going to press on as far as GSA is concerned. 

Mr. Puriures. You said this morning you would look that up. 

Mr. FLEMMING. Specifically the warehouse item. 
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SUMMARY STATEMENT 


Could I say 2 or 3 things in summary? 

Growing out of the experiences of the last 7 or 8 hours, I think I 
can sum it all up in this way: I think in my presentation that I have 
demonstrated the fact that the duties and responsibilities we are 
discharging are not duties and responsibilities that we have dreamed 
up. They have been assigned to us either by the Congress or the 
President in each instance. I fully appreciate the fact that reasonable 
people can differ as to how many people we need to help us discharge 
those responsibilities. I do not intend to be dogmatic on that at all. 
I tried to present to the Bureau of the Budget and have tried to 
present to the Congress a budget that would reflect good common- 
sense as far as the use of the taxpayer’s funds are concerned. The 
only thing that I ask is that we be left in a position where we can 
perform good staff service for the President. To me that is the only 
test. 

One other thing I would like to put in. When we were here a week 
or so ago, we had a discussion about the fact that we have a fairly 
large number of people who are in the upper brackets. I feel that our 
type of agency is one that should have primarily chiefs and compara- 
tively few Indians. The minute you find us coming up to ask for a 
lot of operating personnel to operate something which would bring in 
a great many clerks, I think that would be a danger signal. 

haeee I say further that my own objective as far as ODM is concerned 
is to keep the pressure on so that it emerges ultimately as an agency 
that is made up primarily of topflight, technical, and professional 
people who are equipped to give good staff help and assistance. This 
budget does not adhere to that completely because we inherited tasks 
that we in effect have to liquidate. I will say that I opposed very 
vigorously having IRAC transferred to us because I said it is bringing 
clerical operations to ODM. But, the Bureau of the Budget decided 
there wasn’t any other place they could locate it logically. It is not 
the kind of operation I like to seein ODM. As far as I am concerned 
the pressure will always be in the direction of making ODM a com- 
paratively small tight organization made up of topflight people whose 
judgment and advice will be respected not only by the President but 

y the Congress itself. 

Mr. Puttuips. You got Mr. Porter from the Executive Office? 

Mr. Fitemmina. Mr. Porter and IRAC are not synonymous. The 
responsibility that Mr. Porter is charged with came to us first as a 
delegation of authority that previously had been in the White House. 
He looked around just as vigorously as I did to try and see if there 
— some place other than ODM for IRAC. We both worked on 
that. 

Mr. Youna. We have cut six supergrades. 

Mr. Putuurrs. Thank you very much, Dr. Flemming. We will see 
you again next year, we hope. 


41872—54—pt. 
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CONSTRUCTION OF WAREHOUSES BY PRIVATE INVESTORS 


(The following was submitted to the committee later:) 


EXEcuTIvE OFFICE OF THE PRESIDENT, 
Orrick oF DEFENSE MOBILIZATION, 
Orrice OF THE DiREcTOR, 
Washington 25, D. C., March 5, 1954. 
Hon. Joun 


Chairman, Subcommittee on Independent Offices, 
Committee on Appropriations, House of Representatives. 

Dear Mr. Puititps: I have examined the storage program for strategic and 
critical materials and wish to advise that as a matter of ODM policy there is no 
obstacle to any private investor who wishes to construct a warehouse for stock- 
pile storage. Each case is examined on its own merits and the determining factor 
is, of course, the net cost to the Government. 

To the extent that rapid tax amortization will assist in encouraging private 
investors to construct warehouse space for the storage of strategic and critical 
materials, such assistance has always been available and will continue to be 
available. I can assure you that the owners of private warehouse space will be 
given every opportunity to participate in the stockpile storage program. If such 
owners can provide suitable space at a cost equal to or less than the cost of Govern- 
ment construction, they will most certainly be awarded storage contracts. 

With regard to the details of the relative cost of Government construction versus 
rental from private owners it is my understanding that the committee is now 
examining the cost analyses developed by the General Services Administration 
to determine the reasons for the apparent difference between the cost of public 
and private storage. The results of these studies will of course be a very important 
factor in determining the future application of ODM policy. 

Sincerely yours, 
Artuur S. Fremmina, Director. 


Wepnespay, Fresruary 17, 1954. 


GENERAL SERVICES ADMINISTRATION 
WITNESSES 
ALL ITEMS, INCLUDING ADMINISTRATIVE OPERATIONS 


EDMUND F. MANSURE, ADMINISTRATOR 

MAX MEDLEY, COMPTROLLER 

MAXWELL H. ELLIOTT, GENERAL COUNSEL 

W. P. TURPIN, ASSISTANT TO THE COMPTROLLER 
D. E. A. CAMERON, DIRECTOR, BUDGET DIVISION 


PUBLIC BUILDINGS SERVICE ITEMS 


. E. REYNOLDS, COMMISSIONER OF PUBLIC BUILDINGS 

O. JENNINGS, ADMINISTRATIVE OFFICER 

. PINKLEY, DIRECTOR, NATIONAL INDUSTRIAL RESERVE 

. A. SCHMIDT, DEPUTY DIRECTOR, BUILDINGS MANAGEMENT 
. FINEGAN, ACQUISITION AND UTILIZATION OFFICER 
STRAWSER, BUDGET REPRESENTATIVE 


FEDERAL SUPPLY SERVICE ITEMS 


. W. FLATLEY, DEPUTY COMMISSIONER 

AUL KING, ADMINISTRATIVE OFFICER 

. A. SNYDER, DIRECTOR, PURCHASE AND STORES 

. 8S. MAC LEOD, DIRECTOR, STANDARDS 

. L. BARTON, DIRECTOR, TRAFFIC MANAGEMENT 

. T. DALY, ASSISTANT DIRECTOR, PURCHASE AND STORES 
. B. HANSON, CHIEF, MOTOR EQUIPMENT AND SHOPS 

. C. JUMONVILLE, BUDGET REPRESENTATIVE 
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NATIONAL ARCHIVES AND RECORDS SERVICE ITEMS 


WAYNE C. GROVER, ARCHIVIST OF THE UNITED STATES 
R. H. BAHMER, ASSISTANT ARCHIVIST 

H. E. ANGEL, DIRECTOR, RECORDS MANAGEMENT 

W. ROBERTSON, Jr., BUDGET REPRESENTATIVE 


ADMINISTRATIVE OPERATIONS, ADDITIONAL 


WILLIAM C. CLEARY, DIRECTOR OF MANAGEMENT 
BORON SHACKLETTE, DIRECTOR OF COMPLIANCE 
Ww. E. KATON, DEPUTY COMPTROLLER 
L. R. LIEF, BUDGET REPRESENTATIVE 


“STRATEGIC AND CRITICAL MATERIALS” 


EMERGENCY PROCUREMENT SERVICE ITEMS 


A. J. WALSH, COMMISSIONER OF EMERGENCY PROCUREMENT 
W. M. B. FREEMAN, SPECIAL ASSISTANT TO THE COMMISSIONER 
T. V. WILDER, DIRECTOR, MATERIALS RESEARCH AND ANALYSIS 
J. E. SALISBURY, DIRECTOR, STORAGE AND TRANSPORTATION 
H. C. MAULL, Jr., DIRECTOR, PURCHASING 

I. GUMBEL, DIRECTOR, MATERIALS 

O. W. TECKEMEYER, CHIEF, INSPECTIONS 

DAVID SAFTLAS, FINANCIAL ANALYST 

H. V. LLEWELLYN, BUDGET REPRESENTATIVE 


(OFFICE OF DEFENSE MOBILIZATION) 


ALFRED 8S. CLEVELAND, MATERIALS DIVISION 
THOMAS CURTIS, MATERIALS DIVISION 


Mr. Puiuiies. The committee will come to order, please. We 
have with us today the General Services Administration, represented 
by Edmund F. Mansure, Administrator, with the people representing 
the various services and functions shown on the list I now have in 
my hand. 

I am going to ask the members of the subcommittee to bear with 
me on Ao particular justification. We have two complicated agen- 
cies to come before us. One is the General Services Administration, 
with its various functions, and a very complete justification which 
Mr. Mansure furnished us this year, and the other, of course, is the 
Veterans’ Administration. 

I am going to ask, for the sake of time, if the other members of the 
committee will, as I say, bear with me and let me conclude my ques- 
tioning, making notes of the questions they want to ask, and at the 
end of each function or each section, we will open it up to questions 
on that section. I think that might be helpful to you, Mr. Mansure. 
You will not have to have your whole group here at one time. We 
will try it that way, anyway. 


Estimate ror “OprERATING Expenses, PBS” 


The General Services Administration on the basis of the preliminary 
budget request asks for $115,400,000, for “Operating expenses, PBS,” 
as compared to the request for the preceding year, the year in which 
we are now operating, of $118,687,170. That figure is compared 
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again with the preceding year, the actual expenditures of fiscal 1953, 
which came to $128,958,920. 

Has there been any material change in the functions of the GSA in 
those 3 years? 

Mr. Mansure. I would not say there have been any material 
changes. 

Mr. Puiturrs. In other words, these are comparable figures? 


GSA RESPONSIBILITY FOR PROVIDING SPACE TO OTHER GOVERNMENT 
AGENCIES 


Mr. Meptey. Not quite, Mr. Chairman, because of the operation 
of the Reorganization Plan 18 of 1950, under which the General 
Services Administration has progressively assumed the direct appro- 

riation responsibility of space previously operated on a reimburseable 
asis. 

Mr. Puruurips. Space that is charged to you and you are not 
reimbursed for it? 

_ Mr. Meptey. That is correct. Each year there have been progres- 
sive increases for space previously operated on a reimbursable basis. 

Mr. Putiuurps. Have you taken over Selective Service space? 

Mr. Scumipt. We are including an item this year for additional 
space for Selective Service, that part for which Selective Service is now 
reimbursing GSA. 

Mr. Puruurps. We should remove the rental from the Selective 
Service budget, which also comes to us? 

Mr. Scumipr. We had assumed that had been taken care of. Our 
estimate includes $309,379 in added rental for Selective Service. 

Mr. Puituips. The clerk will make a note of that. My question 
was, why we had items in here like the $309,379 for Selective Service, 
which we will have the clerk check to see that it does not appear in 
their justification. We do not want a duplication. 

You have taken over about how much additional space this year 
as compared to previous years? 

Mr. Mrptrr. The 1955 budget propose transfer of space costing 
$4,966,674, and the 1954 budget, if my memory serves me correctly, 
included about $3,394,000. 

Mr. Puaruurres. You are planning to take over about $600,000 in 
money value of space and operate that. Mr. Mansure, do you have a 
preliminary statement? Let me stop for a moment, and say that 
this is the first time you have been here, is it not? 


Mr. Mansvure. That is right. 


BACKGROUND OF THE ADMINISTRATOR 


Mr. Puiturrs. This committee has a custom, with which the other 
members of your staff are familiar, and that is when we have a new 
Commissioner or new Administrator we ask him to give us a thumb- 
nail sketch of his background so that we know a little more about him. 
Will you do that? 

Mr. Mansure. Yes, sir. I will be glad to do that. Do you want 
to go back to the period of education, or how far do you want to go? 

Mr. Puiuips. Start at the time when you went into college. 
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Mr. Mansure. I took my undergraduate work at Dartmouth and 
my law work at Kent Law School and my graduate work at North- 
western. Then I went into the textile business, in our family company, 
which I had worked in off and on ever since I was 14 years old in 
various activities. I became vice president of the company in 1928 
and president in 1935. 

I have been active in that business. We have plants in Chicago, 
Los Angeles, Philadelphia, and Bluefield. We have a national distri- 
bution, employing approximately 1,000 people. 

Mr. Puixurrs. What is the name of the company? 

Mr. Mansvre. E. L. Mansure Co. During that period, I had the 
fortunate opportunity of jurisdiction over my time and I did consid- 
erable work in various governmental and civic activities. I served 
three terms on our Illinois State Pension Commission. I served on 
our revenue commission, and when I came down here I was chairman 
of our unemployment commission for the State. 

During that period I served 3 vears as president of the board of 
our county hospital, which is probably the biggest in the country. 
We have 3,350 beds in that hospital. I was president of the manu- 
facturers association of the State, serving in the various activities 
within that organization, the various offices up to the office of 
president. 

In 1945, I was chairman of the city division of the Red Cross War 
Fund Drive, in which we raised approximately $12 million, the largest 
proportional amount that has ever been raised in a Red Cross drive. 

That, generally, is a thumbnail sketch of my activities. Of course, 
I served in many other organizations. I served on the advisory board 
of the Chicago planning commission. I also served on the Chicago 
crime commission. I was president of the crime prevention bureau, 
which is made up of our elected and appointed law officers, and I 
have had a number of varied activities in both political and civic 
fields, as well as business. 

Mr. Puttures. When did you take office as Administrator? 

Mr. Mansvure. On the 2d of May 1953. 

Mr. Puruurps. You have not been there quite a year yet? 

Mr. Mansvure. No. 


ADMINISTRATION OF GSA 


Mr. Paruuips. It is quite a complicated job, is it not? 

Mr. Mansure. Well, I think, as I said to the Director of the Budget 
recently, we have made the job complicated but now we are simplifying 
it. It is not a difficult job. We just got it complicated. Our 
method of approach is to simplify the operations and make use of the 
talent which we have throughout an organization which is as extended 
and as vast as GSA is. 

Our basic policy is to decentralize our operation so that we can do a 
much better job by having the people in the localities handle the 
problem of the agencies and departments, who can do it much better 
than we can in Washington. We have delegated our authority and 
responsibility to our regions and our four districts. 

Mr. Puriurrs. How many regions are there? 

Mr. Mansvure. Ten. We have 4 districts besides the 10 regions, 
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Mr. Patturrs. Which is the higher level? 

Mr. Mansvure. The region. The districts are part of the region, 
like Los Angeles is a district within the San Francisco region. 

Mr. Putuurrs. Thank you. Do you have a prepared statement? 

Mr. Mansure. Yes. I will make this very brief. 

Mr. Puruurs. The prepared statement will be put in the record in 
toto, and you can done it in full or you can quote from it. 


GENERAL STATEMENT 


Mr. Mansure. It is very short. Mr. Chairman and members of 
the committee: I appreciate this opportunity to meet with you to 
discuss the work of General Services Administration for 1955 and the 
financing needed to conduct it. 

The purpose of GSA is to provide an economical and efficient system 
for the management of property and records. We are a service and 
an administrative agency. Much has been accomplished. Much 
remains to be done. 

Since becoming Administrator of General Services, I have been 
appraising objectives and evaluating the organization, methods, and 
staff used to carry them out. The objectives are desirable and 
attainable, and we have a fundamentally sound operation. 

The staff is loyal to the objectives sah enthusiastic in performance. 
The organization, which is based on centralized policy and control 
with decentralized operations, is consistent with modern business 
practices and effective. 

Methods of operation are substantially sound. Where appraisal 
has disclosed certain operations at variance with more economical 
commercial practices, steps have been, or will be, taken to correct 
them. We have not relied solely on personal judgment and experience, 
Advice and counsel of recognized authorities in special fields have 
been obtained. Improvement in management, methods and opera- 
tions has been initiated and will continue to be made. 

Our problems are not difficult, it is only that they were made com- 
plicated, but now we are simplifying them. Actually, what we are 
doing is delegating authority, placing responsibility, and making use 
of some outstanding ability which I find in GSA, which previously 
had not been recognized. 

We realize that GSA is not completely fulfilling its purpose and 
objectives. Therefore, it is our immediate goal to apply the most 
modern management methods in carrying out our work within current 
budgetary limitations. When this is accomplished, we will tackle the 
longer range goal—to obtain less restrictive financing which would 
achieve the full economies desired by the Congress. 

In accord with the immediate goal, 1955 estimates reflect firm 
application of economy policies initiated by the administration in 
revising the 1954 budget and reflected in appropriations for that year. 
Each appropriation item for 1955 has been carefully examined for 
adherence to these policies. ; 

Specifically, aren tae has been placed on essential or potential 
profitable activities rather than on activities which, although desirable, 
can be deferred. The estimates also reflect substantial benefits which 
are anticipated from constant effort to improve management and to 
find better and more economical ways of doing our work. 


Of @ 


| 

0] 

| fc 

tk 

le 

di 

a 

d 

ti 

0! 

ti 

a 

is 

0 

si 

b 

il 

“ 

fl 

il 


1307 


The 1955 estimates as a whole provide for holding the line at 
or below the 1954 level of services which, in turn, holds down requests 
for appropriations and results in less expenditures. In some cases 
this means that certain potential Governmentwide economies will 
again be deferred and customer agencies will have to get along with 
less service than they feel they need. The effect of such policies is 
demonstrated by the following comparisons: 

1. Budget estimates for 1955, except for the stockpiling program, 
are $12,256,770, or 7.1 percent less than appropriations for 1954— 
despite addition in 1955 of approximately $5 million for space opera- 
tions previously financed from funds of other agencies. This addition 
of $5 million to GSA’s budget will not increase Government expendi- 
tures since equal amounts have been reduced in estimates of the other 
agencies. 

2. Net budget expenditures decrease from $936,186,085 in 1954 
to $751,540,480 in 1955—a reduction of $184,645,605 and 19.7 per- 
cent below 1954. This reduction in expenditures almost equals the 
total estimates of appropriations requested for 1955. We feel this 
is a substantial contribution toward balancing the expenditure budget. 

While the estimates in total are in keeping with the economy 
objectives of the administration and require frugal but intelligent 
expenditures, we are concerned because the application of anticipated 
savings and economies may not have been uniform and equitable 
between individual activities and appropriations. 

In some cases, economies realized may be less than anticipated; 
in others, perhaps more. This could bring about unbalanced programs 
or financing which would adversely affect performance objectives. 
Our concern over this matter is shared by the Bureau of the Budget. 

Consequently, a small measure of flexibility is proposed in the 
“General provisions’ of appropriation language. It would permit 
flexibility of not to exceed 5 percent between 5 appropriation items. 

Mr. Tuomas. Transferability, you mean? 

Mr. Mansure. Under it, none of the items could be either increased 
or decreased thereby over 5 percent. Similar provision has been 
included in the budget for 1955 for other departments and agencies. 
I earnestly request that we be granted this flexibility. 

One change in the appropriation pattern for 1955 is the proposal 
which would eliminate the former “Emergency operating expenses” 
appropriation for the management of space to accommodate emergency 
expansion of the Department of Defense and defense production 
agencies, 

We find that in effecting substantial overall reductions in leased 
space and more efficient space utilization, the emergency operations— 
which have become relatively stable since the liquidation of most 
defense production agencies—are difficult to separate from regular 
operations. Therefore, the portion for buildings management opera- 
tions has been consolidated with “Operating expenses, PBS” and the 
amount for supporting administrative operations with ‘“‘Administrative 
operations.”’ 

I am happy to offer additional reductions in our 1955 estimates 
below amounts included in the justifications before you. This action 
is the result of certain events and work we have accomplished since 
the submission of the President’s budget. Specifically: 
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1. On December 15, 1953, the Department of Defense requested 
that 13 NIR—that is, national industrial reserve—installations now 
in the reserve be transferred to Defense on or before June 30, 1954. 
This will save $1,600,000 in GSA’s 1955 budget. However, we ques- 
tion whether this will result in Governmentwide economy. 

2. The amount included in GSA estimates for space previously 
financed by reimbursement from other agencies is $4,966,674. This 
amount can be reduced to $4,810,674, a reduction of $156,000. This 
reduction is made possible by the proposed release of additional 
rented space as a result of the proposed occupancy of the new building 
being constructed by the Lloyd Corp. in Portland for use by Depart- 
ment of the Interior. 

The total reduction is $1,756,000 all in the appropriation item 
“Operating expenses, Public Buildings Service.” 

Finally, Congress has placed in GSA the responsibility for leadership 
in the fields of property and records management. We realize the 
contemplated economies in these fields depend upon the degree of 
our success in providing leadership. We will assume and discharge 
this responsibility to the best of our ability and in keeping with the 
financing provided. Obviously, the support of the committee to our 
undertakings will be of great benefit. It will therefore be our purpose 
to work in harmony with the committee and with your approval. 

Frankly, there are many questions I will not be able to answer, 
but this does not mean that I am avoiding them. It is just impossible 
for any one person to cover all phases of operations as extensive as 
ours. If I did, I would be lost in details and have no time for plan- 
ning and policymaking. If that were the case, I would be a poor 
Administrator. 

One thing you can be sure of, we will be completely honest and not 
mislead you, and this is far more important than trying to make a 

ood impression. What you must have are the facts, good or bad. 

f there is any information we do not have, we will obtain it and make 
it available to you at once. This applies to not only the period 
during the hearings, but throughout the year as well. 


AMPLIFICATION OF GENERAL STATEMENT 


Mr. Puriturs. Thank you, Mr. Mansure. I intended to say at 
the beginning of the hearing that we also have in the room Mr. 
Eddleman of the GAO, who is part of the task force from this sub- 
committee which has been working in your department. I think 
you are acquainted with him. I just wanted to make it a matter 
of record that he was here with certain material and figures which we 
may need. 

I am not clear on a couple of things. I will take them in the order 
of your statement. On page 1, you say, “‘We have not relied solely 
on personal judgment and experience. Advice and counsel of recog- 
nized authorities in special fields have been obtained.’’ What do 
you mean by that? 

Mr. Mansure. We have employed during that period two different, 
you might call them, management firms. One has been in our record 
activity, which we will explain later, if you would like detail on that, 
to advise us on the operation on microfilming and problems of that 
kind; then, as you know, we also employed outside advice on our 
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wastepaper disposal program, which has been very beneficial. We 
have been criticized, of course, by the industry quite a bit because we 
got better prices and found new sources of purchases, but we are very 
confident that was a very successful operation. 

Furthermore, we have set up 1 or 2 advisory boards from outstand- 
ing people in business. For example, we have an advisory board now of 
5 members on our Federal Supply Operation: The vice president of 
Swift & Co. in charge of purchases; the vice president of Metropolitan 
Life in charge of purchases; the vice president of Baltimore & Ohio 
Railway in charge of purchases; and the chairman of the board of one 
of the steel companies; and we also have the vice president in charge 
of purchases of the Union Oil Co., who is now working full time with 
ODM. They have permitted him to remain as a consultant on that 
board. They meet about once a month. 

They go over our operations very objectively and are very frank in 
telling us where they differ with our methods of operation. We 
intend to extend that. 

Of course, these are only in an advisory capacity and not additional 
employees of the Department. 

Mr. Puruurpes. On page 2, in the third paragraph of your general 
statement, I have no criticism of what you say, but I would like to 
pinpoint in the hearings some evidence of an attempt on your part 
to indicate duplications between agencies, particularly those in 
those areas in which responsibility has been placed on your shoulders 
by the Congress. 

Mr. Mansure. We are going to bring that up in relation to each 
activity. We feel that will be very helpful. 

Mr. Puruures. If you will make a mental note of that, we will try 
to bring it out. 

Mr. Mansure. We will do that in buildings, in records, in supply 
and in our other operations. We have a number of specific cases. 

Mr. Puruures. On the same page, in the following paragraph, you 
state— 

In some cases this means that certain potential Governmentwide economies 


will again be deferred and ‘‘customer agencies’’ will have to get along with less 
service than they feel they need. 


What agencies, Mr. Mansure? 


REDUCTION IN SERVICES TO OTHER GOVERNMENT AGENCIES 


Mr. Mansvre. That runs the entire gamut of our activities. First, 
of all, the operation that is complained the most about is our Public 
Buildings Service. Agencies feel they should have more service in 
cleaning. They feel that we are a little bit severe on them on space 
when we move them. There are many times when we have to move 
an agency which is not justified as far as they are concerned but as 
an overall Government operation it must be done. If you would like 
to have a specific case, we had that problem in New Orleans where we 
had to move the Maritime Commission out of space which was imme- 
diately adjoining the Department of Agriculture because of the cotton- 
loan program. It was an operation that had to be not only in the 
same building but immediately adjoining other Agricuiture space. 
The Maritime Commission said that they had been moved 4 or 5 times 
in the past few years and they refused to move. 
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We had to take it up to the Secretary and move them out of there. 
In cases like that we will receive criticism, but they are very justifiable. 

Mr. Puruutrs. The record will show that you are saying the criti- 
cisms are justifiable. 


REDUCTION OF GUARD FORCE 


Mr. Mansure. I did not mean that. I meant to say the decision 

was justifiable. For example, we have made quite a reduction in our 

uard force. Some of the agencies, particularly here in Washington, 
eel that the number of guards that we have allotted is insufficient. 

Mr. Puiuurps. When did you begin that reduction? 

Mr. Mansure. It started actually last summer in our regional 
offices. In other regions we had more success in reducing our guard 
force than we have had here in the Washington region. e have had 
less criticism. We have had far less emotional feeling about it. By 
that, I mean the tempers have gotten quite heated over some of the 
guard changes. 

Mr. Puitures. You mean from employees? 

Mr. Mansure. No; from the administrative heads of the agency. 
For example, Veterans feel very justified in having a guard, as we say, 
actually doing information and directing service. Their contention 
is that that is correct. But they purposely have that guard in an 
inconspicuous position of that kind. in order to handle the mental 
cases that come into a Veterans’ building. They do not want the 
guard right in front of the door or the elevator, and in cases where 
that individual has been eliminated they claim that is not a justifiable 
elimination. 

Of course, we have had to do it on the grounds that we do not have 
the money. 

Mr. Puixurs. That is a curious thing about the Veterans’ Admin- 
istration. The point had been raised with this committee and we 
made inquiry about it, that they had an excessive number of guards, 
ian at G. M. and S. hospitals, and not at NP hospitals. We 

ave no means of finding that out. We simply called it to the atten- 
tion of the Administrator and asked him to do something about it if 
it were necessary. 

Mr. Mansurz. We have nothing to do with the guards at the 
hospitals. 

Mr. Puiturps. You have nothing to do with the hospital guards, 
but with the buildings? 

Mr. Mansvre. That is correct as to the guards. 

Mr. Puitures. Apparently, the same situation exists in their ad- 
ministrative buildings, then, which existed in their hospitals? 

Mr. Mansvre. We feel so. They differ. 


REDUCTION OF ESTIMATES BELOW FISCAL YEAR 1954 


Mr. Parties. You make a reduction of 7.1 percent in the 1954 
estimates, with the exception of stockpiling. There has been a rather 
strong feeling on this committee that you could make a greater re- 
duction than that; that is, not you personally but a greater reduction 
could be made in this agency. I can only call attention to the fact 
that in going through this rather large volume I am struck with the 
large number of extremely small items. This, again, probably does 
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not justify your personal attention; that probably comes in your 
department, Mr. Medley. It is the opinion of 1 member of this 
committee, at least, that 7.1 percent is not the greatest reduction you 
can make if you just work a fittle on it. 

Mr. Mansure. I would like to say that we think we should answer 
that separately for each appropriation, but a hop-skip-and-jump 
observation would be this: For example, in our Federal supply oper- 
ation it has been our understanding, rightly or wrongly, that we were 
going to take over much more common-use item purchasing for 

efense. 

Mr. Puitutrs. I have an inquiry on that. I was holding it until 
we came to that section. Would you care to answer it right away? 

Mr. Mansure. No; I think we would like to answer that specifi- 
cally. That will come up this afternoon. That would be an example 
of where we have been forced to have these situations with conditions 
entirely beyond our control. 

The directives have already come out that we should take over 
certain phases of those purchasing activities, but we do not get them. 
Then if we do get them all of a sudden, and GSA falls down on the job, 
we will have criticism. 

Mr. Puiuures. I can see that readily. 

Mr. Mansure. We have to have a decision which is outside the 
jurisdiction of our agency as to whether we are going to do these 
functions or not going to do these functions. 

Frankly, we have more space in our stores depots than we need. 
We did not make a mistake by getting more space than we need. We 
based that floor space on business that we were being requested to 
handle, but we do not handle that business yet. That would apply 
to other operations in Buildings, but I give that as an easily under- 
standable example of why some of these conditions exist. 

Mr. Putturps. The question in the minds of the committee members 
would be, what this committee can do about it. We in effect, have to 
deal with your budget, and the question is also what pressure should 
be brought through the subcommittees which have to deal with the 
other budgets. I think we could call it to the attention of the other 
subcommittees. 

Mr. Mansure. I think you could very well in that regard. What 
we would like to do is take each one of our divisions and show you, 
like Supply, Buildings, or Records, how we feel we can bring economies 
in Government insofar as other agencies are concerned, and operations 
which are strictly within our jurisdiction. 

Mr. Puiiurps. A few minutes ago you gave me a figure in addition 
to the GSA’s budget for the additional space you would operate. 
That is not the same figure at the bottom of the Administrator’s 
statement on page 2; is it? 

Mr. Meptey. Yes, sir. 

Mr. Paruurps. $5 million? 

Mr. Meptey. $4,966,000. That is included on the table on page 
20, which shows the transition from our 1954 budget base in the 
“Buildings management”’ activity to the 1955 amount, and the agen- 
cies involved in the transfer are listed on page 23 in detail. However, 
the Administrator’s statement did show a reduction of $156,000, re- 
ducing that figure to $4,810,674. That and the other reduction of 
$1,600,000 would bring the total amount requested for the appropria- 
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tion “Operating expenses, Public Buildings Service’ down from 
$115,400,000 to $113,644,000. 
ee Mansoure. That was a little fast. Could you follow it all 
right? 
REDUCTION IN BUDGETED EXPENDITURES BELOW 1954 


Mr. Puiturps. Yes. I am not quite clear as to your statement on 
the top of page 3. Your net budget expenditure decrease is a reduc- 
tion of $184 million, 19 percent below 1954. Does that includes 
stockpiling? 

Mr. Mepuey. Yes, sir. Mr. Chairman, you know the budget 
document uses the term ‘net budget expenditures,” which is gross 
expenditures less income from so-called public enterprises. Getting 
down to a net budget expenditure, cash outlays from the Treasury 

Mr. Paruures. That would be $751 million? 

Mr. Mep ey. It goes from $936 million in 1954 to $751 million in 
1955. 

Mr. Purtuirs. What items make up the $751 million? 

Mr. Meptey. That is all items, Mr. Chairman, for which disburse- 
ments will occur. 

Mr. Puiurrs. Is that not page 5? 

Mr. Mepuey. No, sir That is a schedule which is included 

Mr. Puruiips. Page 8 is the comparable figure for 1955. Iam try- 
ing to get an understanding of this figure of $751 million. I cannot 
identify it. That is my trouble. 

Mr. Meptey. For example, under item No. 5 on page 8, there are 
no appropriation requests in this year’s budget for that item, but there 
will be disbursements under that item 

Mr. Pariiips. Of previously appropriated money? 

Mr. Meptey. Yes, sir. 

Mr. Puruures. Then your actual expenditure budget for 1955 will 
run to $751 million? 

Mr. Meptey. That is correct. 

Mr. Pures. But the amount of new money that you are asking 
for in 1955 will come to $115 million? 


REDUCTION IN OPERATING EXPENSES, PBS 


Mr. Meptey. Yes, sir; for operating expenses, PBS. 

Mr. Puitutps. In the preprint of the bill there was given for the 
record the figure of $118,687,170 for the current year, sf a request of 
$115,405,000. That does not add up quite to some other figures. 
add up to a figure of $119,026,070 for the current year in the supple- 
mentals. Can you make them add up? 

Mr. Mep trey. I think the difference, Mr, Chairman, again on page 
8, in referring back to the Administrator’s statement about the con- 
solidation of the previous ‘“Emergency operating expense’’ appropria- 
tion item, for comparative purposes, the Public Buildings Service 


portion has been included immediately below item No. 1, as you 
will note. 

Mr. Puivurrs. Why should that change the total? 

Mr. Meptey. Because, in splitting up that item there was $377,000 
for administrative operations in 1954. 

Mr. Puiturrs. That will come out of what item? 
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Mr. Meptery. That comes out of “Emergency operating expenses,” 
and an appropriate amount for that purpose has been included under 
item 9, “Administrative operations.”’ 


REDUCTION IN ADMINISTRATIVE OPERATIONS 


Mr. Puruuirs. “Administrative operations” still show a reduction 
of $488,000? 

Mr. Mep.ey. Yes, sir. 

Mr. Puiuures. In spite of the inclusion of $300,000 and how much? 

Mr. Meptey. Yes, sir; $388,000 less 

Mr. Puruurrs. The $388,000 last year was in the emergency defense 
operations? 

Mr. Meptey. Yes, sir. 

Mr. Puiturres. That still does not say why your total appropriation 
for the last year does not come to $119 million. Does that make the 
figure? 

Mep.ey. Yes, sir. 

Mr. Puitures. That makes approximately $118 million. That is 

close enough. 


CONSOLIDATION OF APPROPRIATION ITEM ‘“‘OPERATING EXPENSES, PBS” 


Mr. Mansure, on page 3 of your statement, in the fourth paragraph, 
you want to combine these items that Mr. Medley is talking about, 
the regular operations of the Public Buildings Service, the Emergency 
Defense Operations, and the Defense Production Operations. You 
asked that same thing last vear, did you not? 

Mr. Mansure. We did not ask that last year that I know about. 

Mr. Puitures. What did you want to combine last year? 

Mr. Meptey. I do not believe we did, sir. I think there was 
discussion in the hearings to the effect that as the program stabilized 
the administration of the program was really 1 rather than 2. I 
think we suggested to the committee that we would like to make that 
combination this year. 

Mr. Puituips. Let me suggest to you the very practical results of 
giving you that money. 

It is now an emergency operation and so you put it in with the 
regular operation. When it ceases to be an emergency cperation, 
you still have money to spend on something else; is that right, Mr. 
Mansure? 

Mr. Mansure. No; I do not think you can spend it on another 
item, can you? 

Mr. Meptey. No, sir. We have justified the items separately so 
the committee would see precisely where the costs are, but the items 
for emergency operations are primarily for the expansion of the 
Defense Department 


Mr. Puiuuirs. Why is that a continuing expense? Why not keep 
it as an emergency item and finish it up? 

Mr. Meptey. I do not believe it would affect, sir, the committee’s 
deliberations on it because we have to justify our cost and our financial 
needs on the total amount of space which we have, whether it. is 
occupied, whether it be for emergency operations or regular operations. 
It will simplify bookkeeping considerably. With the initiation of our 
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buildings management fund—which we will discuss later—we actually 
conduct all of our buildings management operations through that 
fund. In that fashion we have one operating budget for each building. 

Mr. Puruips. All the information we have here is that defense is 
going to shrink and will need less space next year than in the current 
year. Have you made any allowance for that? 

Mr. Mepuiey. We have made an allowance for that. The Public 
Buildings ey will be able to speak to that question when we get 
into it in detail. Specifically, there is a decrease on page 22 of 915,000 
square feet in the average leased space due in part to 

Mr. Puituips. Decreased from what total? 

Mr. Meptey. I believe that is shown on page 28, sir. 

‘ Mr. Puituirs. Give me the figure for the total defense square 
ootage. 

Mr. Mep.ey. In 1954 there were 11,267,000 square feet of space 
for defense and related activities. In 1955, 10,352,000 square feet— 
a difference of 915,000. 

Mr. Tuomas. Let me interrupt you just a minute. GSA wanted 
$28,400,000 last year for the emergency program. You gave them 
$20 million. The question is, how much do you want this year, 
segregating your emergency from your regular? 

r. Meptey. The total budget on the emergency phase of the 
program for 1955 is $17,647,000. 

Mr. Tuomas. A reduction of $200,000? 

Mr. Puruuies. Give me the figure that we were asking for before. 
Which figure was it a reduction from? 

Mr. Meptey. From 11,267,000 square feet of space in 1954 to 
10,352,000 square feet in 1955. 


REDUCTION IN NATIONAL INDUSTRIAL RESERVE PROGRAM 


Mr. Puitutrs. On page 4 of Mr. Mansure’s statement you are 
reducing the $1,600,000 in which item? 

Mr. Mansure. NIR installations. That has to be explained a 
little bit. We are actually reducing our budget estimate by that 
amount, but the function is being transferred over to Defense. We 
question whether it is going to be a saving or not. We do not say it 
is not going to be a saving, but we question whether Defense can 
operate as economically as we have carried it on. We can go into 
that when we come to that phase of it, which will be tomorrow. 


REDUCTION IN SPACE PREVIOUSLY REIMBURSABLE 


Mr. Puiturpes. The second item shows that you make a reduction 
of $156,000. If I understand this correctly, you are making it be- 
cause you expect to use some of the square footage in the new building 
in Portland, is that right? 

Mr. Reynotps. Yes. 

Mr. Puruuirs. Do you expect to use that building? 

Mr. Reynotps. It is our thought to use it inasmuch as we have a 
contract for it. 
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JUSTIFICATIONS OF 1955 


Mr. Purtures. The reporter will now put in the table on page 8, 
because I think that gives a better breakdown, and also put in pages 
4,7, 9, and 10. 

(The justifications referred to are as follows:) 


EstiMaTEs OF APPROPRIATIONS, 1955 
BASIC PURPOSE AND OPERATIONS OF THE ADMINISTRATION 


The General Services Administration was established June 30, 1949, by the 
Federal Property and Administrative Services Act of 1949 to provide central 
direction and services for the executive branch of Government in the manage- 
ment or real property, personal property, and records. This legislation carried 
out recommendations of the original Hoover Commission. 

These basic operations are broadened by other authorizations, the most sig- 
nificant of which are— 

The Stockpiling Act of 1946 (Public Law 520, 79th Cong.) 

The National Industrial Reserve Act of 1948 (Public Law 883, 80th Cong.) 
The Public Buildings Act of 1949 (Public Law 105, 81st Cong.) 
Reorganization Plans 18 and 20 of 1950 

The Federal Records Act of 1950 (Publie Law 754, 81st Cong.) 

Executive Order 10480, signed August 14, 1953 

Amendments to the Federal Property and Administrative Services Act 

The General Services Administration is the central property management 
agency of the Federal Government responsible for control of, and provision of 
services with respect to, functions involving quarters in which to operate, supplies 
and equipment with which to work, and disposition of records. These functions 
are essential to economical performance by agencies in the executive branch of 
their respective programs. 

These services are of considerable magnitude. Civil agency supply and equip- 
ment requirements exceed $1 billion annually; Government records amount to 
over 25 million cubic feet and some 4 million cubic feet are being created and 
disposed of each year; and approximately 140 million square feet of general purpose 
space is occupied by agencies in performing their functions. 

The extent of GSA operations is not reflected by the amount of annual appro- 
priations. Many GSA services are financed by reimbursements and transfers 
from other agencies. As compared to appropriations for 1954 totaling $171,- 
956,770, some $2,156 million was available to GSA for obligation. 


ORGANIZATIONAL STRUCTURE OF THE ADMINISTRATION 


The General Services Administration is an integrated organization with admin- 
istrative and operational responsibility concentrated in the Administrator. Its 
effectiveness as a central service agency is enhanced by the principles of (1) 
maximum integration of functional responsibility, (2) maximum decentralization 
of overational authority, and (3) maximum service at minimum cost. 

With only minor exceptions, programs of the Administration fall into 1 of 3 
spheres of management for which it is responsible. Although somewhat inter- 
related, each sphere involves a different physical property, each requiring tech- 
nical specialization. 

This led to distribution of general service programs among three technical 
services by appropriate delegation of technical responsibilities, as follows: Those 
related to real property to a Public Buildings Service; those related to personal 
property to a Federel Supply Service; and those related to records to a National 
Archives and Records Service. Owing to the magnitude and special considera- 
tions concerning the national stockpiling of critical materisls, a fourth service, 
the Emergency Procurement Service, has been estzblished to hendle that program, 
foreign-aid purchasing and, beginning early in 1954, the defense materials ex- 
pansion program transferred from the abolished Defense Materials Procurement 
Agency. Executive direction over all operations of GSA and operations of an 
administrative nature with respect to basic operations of GSA are completely 
integreted into appropriate staff offices under the caption of ‘‘Administrative 
Operations.” The chart on the opposite pase shows the organization of the 
Administration down to division levels. 
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Maximum decentreslization and delegation of operating authority is directed by 
necessity of providing services for which GSA is responsible promptly end directly 
to field operations of “customer” agencies. This is attained through 10 GSA 
‘regional offices located throughout the United States. Oneratine responsibility 
for portions of programs to be performed within each region is delere.ted to the 
respective regional director and is carried out under technicesl direction of the 
head of the appropriate service or staff office. The map on the opposite page 
shows the location of the 10 regional offices and the territory served by each. 


Comparison of appropriations for 1954 with budget estimates for 1955 


Short appropriation title 1954 | 1955 | Change 
-Operating expenses, PBB $118, 638, 070 | 1 $115,400,000 — $3, 238, 070 

Repair, improvement, and equipment 14,000,000 | 12,000,000 | 000, 000 

Hospital facilities in the Distriet of Columbia (liquidation of 
contract authority)... dnd: 0 4, 500, 000 +4, 500, 000 
Buildings management fund.......-......--..-.-..--.-.--..-- 3, 000, 000 3, 000, 000 0 
Remodeling Congress Street Post Office........-... 2. 576, 200 0 — 576, 200 
Operating expenses, FSS 2, 605, 000 2, 600. 000 —65, 000 
Expenses, genera] supply fund. -.....-..-..-.-..----..--...--. 13, 924, 500 13, 100, 000 —824, 500 
Administrative operations. ._..........--.-.-----------+--+--- 4, 588,000 |! 4, 100, 000 —488, 000 
Refunds under Renegotiation Act...............-...------.--- 9, 000, 000 0 —9, 000, 000 
171, 956,770 | 159, 700, 000 —12, 256, 770 

Strategic and critical materials (liquidation of contract author- 
sb 4 30, 000, 000 27, 600, 000 —2, 400, 000 


1 Consolidated. 

2 Distribution of $20 million for emergency operating expenses in 1954 annual act. 

3 Distribution of $200,000 for emergency operating expenses in Public Law 207, 83d Cong. 
4 Application of previously appropriated funds. 


HIGHLIGHT OF THE BUDGET ESTIMATES 
General 


To a considerable extent, appropriations in the annual act finance basic services 
which GSA is required by law to provide for its “customer” agencies of the execu- 
tive branch. Although it is responsible for establishing economical standards of 
services and for providing such services economically and efficiently, GSA has no 
contro] over programs of other agencies which determine quantity of services 
which it must provide to meet their needs. On the other hand, quantity, and 
often qualitv of services which GSA can provide is limited by appropriations made 
to finance the service operations. 

Thus, GSA finds itself between two forces over which if has no control: (1) 
Demand bv “customer” agencies for services to meet their needs; and (2) capacity 
to provide those services which is limited by appropriations to finance them. 
Unless these two forces are brought into balance and kept in balance, efficiency in 
pe terhw any in the executive establishment will be impaired and potential economies 
sacrificed. 


Budget estimates for 1955 
Exclusive of the stockpiling item, estimates which have been included in the 
budget for 1955 total $159,700,000 as compared to $171,956,770 oppropeiaied for 
1954, a decrease of $12,256,770. Except for the initial appropriation for liquida- 
tion of contract authorization for construction of a hospital center in the District 
of Columbia, the budget estimate for every other item is less than the comparable 
for 1954. 
hese budget estimates for 1955 anticipate further application of economy 
policies of the administration which were first reflected in revisions of the budget 
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for 1954 and appropriations for that year. Each item has been closely examined 
in the light of those policies and benefits of further operational improvements and 
increases in efficiency have been anticipated. In some cases, “customer” agencies 
will have to accept a lower quantity or quality of services than those to which they 
may feel entitled. 

Although several basic operations have not yet built up to the point of complete 
coverage of the respective areas of operation and production of maximum potential 
economies, estimates for 1955 provide on the average for holding the line at the 
1954 level of basic operations and resulting economies. 

While the total amount of estimates for 1955 is as great as might be expected 
under economy objectives of the administration, there is a serious question that 
the application of anticipated savings and economies may not have been uniform 
or equitable as between the five annual appropriation items numbered 1, 6, 7, 8, 
and 9, on the opposite page. This could result in unbalancing programs which 
would have an adverse effect on their performance. 

So great 1s the concern over this matter that authority to effect a small measure 
of alleviation is proposed in the general language of GSA which would allow admin- 
istrative discretion of not to exceed 5 percent between the items enumerated above. 
No such item could be increased or decreased thereby over 5 percent. Similar 
authority was granted to the Department of Laber in section 103 of Public Law 
170, 83d Congress and to the Department of Justice in section 208 of Publie Law 
195, 83d Congress. 

Detailed explanation of each program and justification of performance and cost 
is set. forth separately for each appropriation item in material which follows. 


CHANGES IN APPROPRIATION PATTERN 


One change in the appropriation pattern for 1955 is proposed which would 
eliminate the separate ‘‘Emergency operating expenses’? appropriation for the 
management of space to accommodate emergency expansion of the Department 
of Defense and defense production agencies. The portion for buildings manage- 
ment operations would be consolidated with ‘“‘Operating expenses, PBS’’ and the 
portion for supporting administrative operations with ‘Administrative operations.” 

In effecting substantial overall reductions in leased space and more efficient 
space utilization, the emergency operations, which have become relatively stable, 
are no longer readily separable from regular operations. In many cases varving 
portions of single buildings are occupied by agencies under both the regular and 
defense programs. In other cases better utilization has been found by providing 
for defense expansion in buildings financed by the regular appropriation and 
vice versa. 

This proposal was approved by the Bureau of the Budget. It is our under- 
standing that such approval was given after appropriate consultation with the 
House Appropriations Committee. 


Mr. Puiturps. What language are you submitting to indicate the 
transferability between items? 

Mr. Meptey. Mr. Chairman, that can be found on page 41 of the 
subcommittee print. 


SPACE REQUIREMENTS FOR DEPARTMENT OF DEFENSE 


Mr. Puttuips. We will not put in page 10, except that I would like 
you, Mr. Mansure, to answer the question as to why the space 
utilization in this particular area, the ‘Emergency operating expense,” 
became relatively stable? Do you think it has? 

Mr. Mansure. What do you say on that? 

Mr. Reynoutps. About 85 percent of it is defense. It has been for 
the last few months a very stable item. 

Mr. Mansure. The activities that were expected to be dropped 
have gone out. 

Mr. Reyno.tps. The space is under lease. The best information 
we can get is reflected in our reductions that we are proposing to the 
committee. 
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Mr. Puiturps. I am not sure that is an answer. You have this 
area under lease. You have these buildings under lease. But if the 
neil of Defense does not need the space what do you do with 
it 

Mr. Reynotps. We get rid of the space as rapidly as we can. 

Mr. Puiturps. What assurance have you from the Department of 
Defense that they have reached this period of stability? 

Do you not think you should get a statement from the Secretary of 
Defense——— 

Mr. Mepuey. We have that, Mr. Chairman, in the form of a letter 
to the Administrator from Assistant Secretary Floete. 

Mr. Puitures. What date is that letter? 

Mr. Meptery. October 13, 1953. It states, in part: 


While there is a possibility of a continuing general reduction in the Department 
of Defense personnel throughout the continental United States during fiscal year 
1955, it is not es any such reduction would have a bearing to any ap- 
preciable extent on Department of Defense general purpose space requirements 
in the 128 cities in which we rely upon your Administration for fulfillment of such 
space requirements. 


Mr. Puiturps. You had better put that in the record. I do not 
know that you need the entire letter, but you can put in the pertinent 


paragraphs, 
(The material referred to is as follows:) 


AssisTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., October 18, 1958. 
Subject: Properties and installations. 
Mr. Epmunp F. Mansure, 
Administrator, General Services Administration. 


Dear Mr. Mansure: This has reierence to your letter of August 20, 1953, 
in which you requested information as to whether or not additional reductions in 
omnes purpose space requirements in the 128 cities are contemplated by the 

artment of Defense for fiscal year 1955. 

According to the best estimates available at this time, approximately 1 million 
square feet of space will be released during fiscal year 1954. It is contemplated, 
however, that there will be increased requirements tor space for the volunteer 
Air Reserve training units of the Department of Air Force during the fourth 
quarter of 1954 of approximately 380,000 square feet ot space. This is an activity 
which has already been programed by the Department of Air Force. 

The planned expansion of the Department of Air Force Reserve program calls 
for an estimated increased space requirement of 576,000 square teet of space during 
fiscal year 1955. It is anticipated, however, that consolidation of other Air Force 
activities will result in the release of approximately 150,000 square feet of space, 
leaving a net additional requirement of approximately 426,000 square feet of 
general purpose space during fiscal yea 1955. 

In the absence of any indication at this time that the Department of Army’s 
missions in fiscal year 1955 will be changed, it is anticipated that the space 
requirements for fiscal vear 1955 will be the same as those existing at the termi- 
nation of fiscal vear 1954. 

The same conditions exist insofar as the Department of Navy is concerned 
and, therefore, no reductions are anticipated in space reauirements for fiscal year 

5 


While there is a possibility of a continuing general reduction in Department of 
Defense personnel throughout the continental United States during fiscal year 
1955, it is not anticipated that any such reduction would have a bearing to an 
appreciable extent on Department of Defense general purpose space requirements 
in the 128 cities in which we rely upon your Administration for fulfillment of such 
space requirements. 

We wish to assure you that every effort is being made to insure effective utiliz- 
ation of all general purpose space. 

Sincerely yours, 
FRANKLIN G. FLOETE. 
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SAVINGS AND ECONOMIES DURING FISCAL YEAR 1953 


I think we had better put your “savings and economies effected 
during 1953” in, page 13, and pages 14, 15, 16, and 17. 
(The justifications referred to are as follows:) 


Savines AND Economies Errecrep Durinea 1953 


Through its dual roles of service and supervision, the General Services Adminis- 
tration has brought about a continuous improvement in management of Govern- 
ment property and records. 

The gain is reflected by savings which Federal agencies have shared as a result 
of GSA operations. In 1953, these economies reached the substantial sum total 
of $130.6 million. 

These savings represent, in part, the lower cost at which Federal agencies obtain 
uniform services from GSA as a common source. A major contribution has been 
the economical, efficient management of property, and records within Federal 
agencies as a result of regulatory standards which GSA has established in carrying 
out its companion supervisory functions. 

Thus, GSA has become a source of economies flowing from (1) use of its services, 
and (2) application of its standards. In combined total, they are the sum of 
large-volume, large-scale operations, with their normal opportunities for lower 
unit costs, and specialized, technical know-how in property and records manage- 
ment functions which are fundamental responsibilities of GSA under the Federal 
Property and Administrative Services Act of 1949, as amended. 

Savings for 1953, estimated at $130.6 million, represented only those which may 
be evaluated in dollars by ordinary reporting methods. In comparison, savings 
for the previous year were reported at $127.3 million. In each case, the estimate 
is for savings generated during the year of report alone. 

There are additional economies discernible from GSA operations. Some 
could be reducible to monetary terms only at extravagant cost. Others accrue 
to private business in its service of GSA and the Federal establishment, and 
cannot properly be credited as Federal savings Intangible benefits also have 
been manifest in improved working conditions, protection to life and property, 
and similar contributions to the efficiency, economy, and security of the Govern- 
ment—its installations and operations. 

The savings and economies for 1953 were brought about in the performance of 
the following functions of GSA: 

1. Contracts, purchases, and sales of supplies —As a result of lower unit costs, 
price economies accrued to the Government in 1953 from GSA procurement, and 
the operation of its stores depots. These savings, amounting to $67.5 million, 
were the sum of: 

Lower prices for items purchased under Federal Supply Schedule contracts are 
estimated to have saved $30.6 million in price economies alone on purchases 
totaling $311 million for the agencies which used the GSA-established schedules 
as a standing source of supply. Other substantial savings accrued from the fact 
that the use of GSA contracts obviated the need for agencies to prepare speci- 
— advertise for bids, and award contracts—often in duplication of each 
other. 

Price economies of $10.6 million were shared by the agencies for which GSA 
purchased $74.8 million worth of direct-delivered supplies. The procurement was 
undertaken to satisfy the consolidated requirements from more than one agency 
or the large-volume needs of a single agency. In either case, GSA obtained 
quantity-price advantages. 

GSA stores depots and fuel yards yielded still further savings to the agencies 
which looked to these sources for common-use supplies. This channel carried a 
dollar-volume of $55.9 million with price economies amounting to $26.3 million. 

2. Freight-traffic management.— Measurable economies totaling $4.6 million were 
realized in the cost of shipping Government property. 

The total was picked up from a variety of sources. Negotiated reductions in 
rates and service charges resulted in savings of $3.6 million in transportation 
billings. The arrangement of storage-in-transit privileges saved $534,000, and 
the use of less expensive transportation saved $312,000. Some $200,000 more 
was realized by taking advantage of large-quantity shipping opportunities, by 
central preparation of bills of lading, by the direct delivery of GSA purchases to 
large-volume consumer agencies, and by other means. 


i 
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Examples of actions taken to reduce expenditures were: 

(a) By shipping plan initiated at the GSA stores in Denver, Colo., GSA daily 
picked up and consolidated all Government freight consiged to the same destina- 
tions. Special volume rates, without the usual minimum charges, have reduced 
expenditures for agencies by approximately $100 per day. 

(b) Renegotiations with carriers by GSA, reduced freight costs by $31,000 for 
the Civil Aeronautics Administration when three of its regional offices were con- 
solidated with other offices. 

(c) In cooperation with the Post Office Department economies are being 
achieved at an estimated annual rate of $500,000 in returning empty mail bags 
from the Pacific coast. In compact bundles, they are shipped by water instead 
of by rail to North Atlantic ports. 

3. Utilization of personal property.—Economies totaling $40.5 million were 
effected by the improved utilization of personal property. 

The GSA system by which excess property is reported and circularized, prior to 
surplus disposal, resulted in the transfer to other Federal agencies of excess which 
originally cost $38.6 million. Of this amount, GSA stores aided by redistributing 
$2 million worth. Using excess property as the first source of supply eliminates 
purchases of similar new property. 

A few examples of the variety of the transfers are: 

(a) Unused stainless steel valves were reported excess by the Atomic Energy 
Commission in the State of Washington. Valves costing $103,029 were trans- 
ferred to the contractor for Kankakee Unit, Joliet Arsenal, Joliet, Il. 

(b) House trailers excess to the needs of the United States Air Force Base, 
Anchorage, Alaska, required immediate removal to permit construction of 
permanent housing. Within the deadline, 108 trailers, with an acquisition cost 
of $324,000, were transferred to 6 civilian agencies in Alaska. 

(c) Photographic film unsuitable for overseas use, reported by military instal- 
lations as excess, was transferred for the most part to other agencies for training 
purposes. 

(d) At the former Green River Ordnance Plant a quantity of shipping tubes 
for shells was made obsolete by shell redesign. They were transferred for use 
as files for maps and blueprints at the Great Lakes Naval Supply Depot at an 
estimated saving of over $14,175. 

Seized, forfeited, and abandoned property appraised at approximately $586,000, 
reported to GSA for utilization, was trans‘erred to other Federal agencies. ‘The 
resulting economies are estimated at $400,000. 

Operation of maintenance and repair facilities for office furniture and appliances, 
including typewriters, resulted in extending the useful lite of reconditioned 
a and office equipment by 80 percent. The net saving was approximately 

1 million. 

GSA operation of a consolidated motor-equipment pool provided local trans- 
portation at a saving of more than $500,000 in comparison with the estimated 
cost of similar commercial service. 

4. Supply management.—GSA surveys aided civilian agencies in improving 
supply operations and making an estimated saving of $3.8 million. The economies 
resulted from reductions in personnel, the release of space, and the trans‘er of 
inventories in excess of adequate levels. 

As a result of the continuing review of agency inventories, supplies valued at 
approximately $700,000 were earmarked for consumption within the holding 
agencies. Excess supplies valued at nearly $1.5 million were set aside for or 
transferred to other agencies. Additional inventories reported to GSA and 
transferred for utilization will preclude an estimated $1.5 million in new pro- 
curement (included also under item 3). Economies in the administrative cost 
of agency-supply operations are estimated at $105,000 annually. 

5. Utilization of real property.—By utilization surveys, centralized space control, 
and reassignment of general-purpose space used by all Federal agencies, GSA 
produced tangible economies estimated annually at $9 million, of which $2 
million is attributable to 1953 operations by GSA. 

The economies were the result of improved space utilization and prompt 
release of higher priced and less efficient leased space. (These are exclusive of 
economies stemming from space released through records and 
programs described elsewhere in this statement. Also excluded are reduced 


expenditures which followed the release of space by terminated defense agency 
activities.) 

During the year, 280 properties were reported by agencies to GSA as excess 
and available for further utilization by other agencies. After screening for other 
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Federal needs, 12 properties, costing approximately $5.2 million, were transferred 
or assigned to other agencies, and another 17 properties, costing an approximate 
$3 million, were withdrawn by the reporting agency for further use. 

6. Public-utilities management.—Economies totaling approximately $1,200,000 
were achieved in 1954 through (a) participation in major-utility rate cases which 
produced economies estimated at $605,000 annually, and (b) telephone contract 
renegotiations and switchboard consolidations which netted reductions estimated 
at $600,000 a year. 

7. Communications-facilities management.—GSA management of the nationwide 
teletypewriter system enabled agencies to obtain rapid communications services 
for $736,000 less than commercial costs, even though frequent engineering changes 
and equipment cutbacks were necessitated by the termination of many Govern- 
ment activities. Leased-line telephone circuits connecting a few large cities led 
to total economies in excess of $39,000. 

8. Records management.—Transfers of nearly 695,000 cubic feet of records to 
GSA records centers and depositories in 1953 released 208,000 square feet of 
reassignable office space and 461,000 square feet of storage space for an annual 
total savings of approximately $1.1 million. In addition, there were some 82,000 
square feet released in small blocks of less than 100 square feet which is not 
considered reassignable. 

The transfers released 55,500 file cabinets (replacement cost, $2.8 million) and 
66,700 transfer cases (replacement cost, $334,000). Thus, the recaptured equip- 
ment had a value of $3.1 million. (Utilization of part of the filing equipment 
valued at $200,000 effected through transfer to other agencies is included in the 
total reported under item 3.) 

Microfilming 8.4 million images of Federal records resulted in economies of 
$3,750 in space and $11,250 in equipment. 

9. Contract audits.—Audits of contracts entered into by GSA with private 
business contributed savings of $2.5 million in money recovered, reduced claims 
and expenditures, disallowance of improper contract costs, and the disclosure and 
subsequent collection of revenue due the Government. 

10. Commodity standards——Under the GSA commodity-standards program, 
economies are effected through promulgation of specifications and standards and 
the inspection and testing of items purchased. Because of the intangibles involved 
it is not possible to estimate total benefits. 

Fire extinguishers valued at approximately $17,000, for example, were rejected 
because of leaks and various defects which, in event of fire, might have resulted 
in loss of life or property. First-aid kits, valued at several thousand dollars, were 
rejected because of missing items, incorrect markings, and instructions for use, 
deterioration, and other defects which might have adversely affected the health 
of auser. In other cases, substantial amounts of furniture were rejected because 
of defects and poor workmanship. 

Development of commodity standards, which reduce the number of sizes, kinds, 
and types of items which car be purchased under Federal specifications, reduces 
inventories and storage costs, and the administrative costs of procurement. 
Tewer items are purchased. Larger quantities mean reduced prices from suppliers. 

The number of items under specifications for selected classes of administrative 
and janitorial supplies and office furniture is being reduced from 436 to 80, or 
approximately 80 percent. The completion of standards for all types of office 
furniture should reduce the number of such items in Federal supply schedules and 
the Federal Standard Stock Catalog from over 2,000 te approximately 600, with 
an estimated ultimate annual saving of some $2.7 million under the current level 
of purchases. 

11. In summary.—Some substantial savings cannot be measured in monetary 
terms. Other savings have not been recorded because the cost involved would 
be prohibitive. Nor is it possible to trace recurring savings year after year and 
nonrecurring savings effected during a period cannot properly be grouped with 
recurring savings initiated at some point during the period, but which can only 
be expressed in terms of an annual basis. Many savings, particularly within 
GSA, reflect in lower unit cost of performance and make it possible to attain 
more desirable performance objectives. Other savings are offset by rising costs 
of labor and materials, but they make supplementary funds unnecessary. 


Mr. Puiturrs. Do you want to enlarge at all upon the paragraph 


at the bottom of page 13? It is really the next succeeding paragraph. 
It is the question of your estimated saving of $30,600,000 on the 
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purchases of $311 million, and yet there seems to be a feeling from 
what you have said this morning that you could have saved still more. 

Mr. Mansure. We would like to enlarge this afternoon when we 
have Federal supply. 

Mr. Puturrs. Will you make a note of that, Mr. Sklarin? 

I call attention to the fact that you have reassigned or released 
sufficient property to indicate a saving of $9 million. Was that as a 
result of releasing 280 properties? Does that connect with the 280 
figure on the top of page 16? 

Mr. Meptey. If I may answer the question, Mr. Chairman. I 
believe the $9 million to which you are referring covers the release of 
leased space under the buildings-management activity and covers 
more than 1 year. 

Mr. Putuuirs. You mean, $2 million of the $9 million has to do with 
1953 and the $7 million has to do with the 280 properties? 

Mr. Meptey. No, sir. The $9 million has to do with space utiliza- 
tion. The 280 properties are the total properties which were reported 
to GSA as excess to Federal needs. 

Mr. Puiurps. Where are they now? 

Mr. Meptey. Those for which there is no established Federal need 
are then declared surplus and are disposed of. 

Mr. Putuutrs. Have they been disposed of? 

Mr. Meptey. When we get to the surplus real property activity 
we can go into details of that. 

Mr. Puiturps. Make a note of that. 


Operating Expenses, Pusiic Service 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


Appropriation or estimate -................-..--.---.--------- $101, 046,030 | $98,826,070 | $115, 400, 000 
Transferred from— 


“Maintenance and operations, Army,’’ pursuant to 40 


harbor works,”’ pursuant to 40 U. 8. C. 490 


ministration,” pursuant to 64 Stat. 1056 and 65 Stat. 58__ 256, 800 


States for the District of Columbia,”’ pursuant to 66 
“Repairs and improvements, United States Court fof 
Appeals for the District of Columbia,” pursuant to 66 


Transfer to ‘Expenses, general supply fund, General Services 
Administration,” pursuant to 5 U. 8. C. 
Adjusted appropriation or estimate... _..._......-.-.--- 101, 806, 518 98, 818, 070 115, 400, 000 
Reimbursements from other accounts......-.........--------- 209, 280 57, 100 5, 000 
Total available for obligation _ .._.............-----.---- 102, 015, 798 98, 875, 170 115, 405, 000 
101, 554,917 98, 875, 170 115, 405, 000 
Comparative transfer from ‘(Emergency operating expenses, 
General Services Administration” 27, 404, 003 $0,518,000 


128, 958,920 | 118, 687,170 115, 405, 000 
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Obligations by activities 


Description 1953 actual | 1954 estimate 1955 estimate 
Direct Obligations 
1. Buildings management: 
$96, 795, 270 | $93, 589, 740 $92, 982, 300 
27, 249, 411 19, 681, 000 17, 232, 000 
ERE EE ATE EEE 1, 740, 672 1, 757, 000 1, 700, 000 
3. National industrial reserve_____ 1, 940, 991 2, 593, 700 2 524, 500 
4, Surplus property management and disposal _- SSE ese 380, 408 425, 800 375, 500 
5. Public utilities management. 82, 767 93, 500 500 
6. Buildings design and supervision..........-...........-...- 231, 528 113, 630 113, 000 
328, 593 375, 700 79, 200 
Dated 128, 749, 640 118, 630, 070 115, 400, 000 
Obligations Payable Out of Reimbursements From Other 
Accounts 
58, 839 5, 000 5, 000 
4, Surplus property management and 68, 925 
Total obligations payable out of reimbursements from 
ene. 209, 280 57,100 | 5, 000 
Total obligations....... _...| 128,958, 920 7,170 | 115,405, 000 
Obligations by objects 
Object classification 1953 actual | 1954 estimate | 1955 estimate 
Summary of Personal Services 
Total number of permanent positions_.................-.-.-.- 930 971 936 
Average number of all employees..._....-...-...._..-----.--- 828 924 918 
Average salaries and grades: 
General schedule grades: 
$5, 577 $5, 577 $5, 706 
Crafts, protective, and custodial grades: 
Average pom $3, 275 $3, 296 $3, 371 
CPC-5.3 CPC-5.3 CPC-5.3 
Ungraded 1 a Average salary $3, 884 $3, 837 $3, 837 
Personal service obligations: 
6 nan cddioninnhnicdseadmeceebinkcebaht $3, 912, 806 $4, 257, 833 $4, 266, 293 
pay in excess of 52-week base................-.--- 14, 751 15, 382 15, 403 
09 , 905 88, 824 
Total personal service obligations. .............-..-.---- 4, 009, 106 4, 354, 120 4, 370, 520 
Direct Obligations 
3, 894, 352 4, 311, 820 4, 365, 520 
162, 441 186, 000 182, 000 
03 ‘Transportation of thin; 20, 4 49, 050 57, 550 
04 Communication services- 60, 5 82, 700 400 
141, 351 204, 050 189, 550 
06 Printing and reproduction._.................---..--..--.- 35, 107 46, 200 200 
07 Other contractual services_-.................-.-.--.-----.- > 382, 660 195, 630 
Performed by ‘“‘Buildings management fund, General 
Gerviews 123, 659, 788 | 113, 147, 740 110, 019, 300 
169, 590 155, 800 125, 100 
12, 13, 550 14, 750 
128, 749, 640 118, 630, 070 115, 400, 000 
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Obligations by objects—Continued 


Object classification 1953 actual | 1954 estimate | 1955 estimate 
Obligations Payable Out of Reimbursements From Other 
Accounts 
01 Personal services... $114, 754 $42, 300 $5, 000 
038 Transportation of 2,774 
05 Rents and utility services_. 17, 508 
07 Other contractual 61, 258 4,700 
08 Supplies and 10, O86 
Total obligations payable out of reimbursements from | } 
209, 280 | 57, 100 | 5, 000 


Total 128,958,920 | 118,687,170 | 115, 405, 000 


Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 
Unliquidated obligations, start of $733, 264 $951, 334 
Obligations incurred during the year..........................| $101, 554, 917 98, 875, 170 115, 405, 000 
101, 554, 917 99, 608, 434 116, 356, 334 

Deduct: 
Unliquidated obligations, end of year_.......... -..----.-. 733, 264 951, 334 1, 551, 334 
Total expenditures_......__...____ : 100, 612, 373 98, 600, 000 114, 800, 000 
Expenditures are distributed as follows: 
Out of current authorizations. -....................-.--.-. 100, 612, 373 97, 967, 000 114, 100, 000 
Out of prior 633, 000 700, 000 


Mr. Puituirs. We will take up the appropriation for “Operating 
expenses, public buildings service.” Please place in the record at this 
point pages 18 and 19 of the justifications. 

The pages are as follows:) 


OPERATING Expenses, PBS 


APPROPRIATION LANGUAGE 


Operating expenses, Public Buildings Service: For necessary expenses of real 
property management and related activities as provided by law; including the 
salary of the Commissioner of Publie Buildings at the rate of $16,500 per annum 
so long as the position is held by the present incumbent; repair and im provement 
of public buildings and grounds (including furnishings and equipment) under the 
control of the General Services Administration; rental of buildings in the District 
of Columbia; restoration of leased premises; moving Government agencies in con- 
nection with the assignment, allocation, and transfer of building space; demolition 
of buildings; acquisition by purchase or otherwise and disposal by sale cr other- 
wise of 1eal estate and interests therein; and not to exceed [$184,750] $182,000 
for expenses of travel; [$98,826,070] $115,400,0C0: Provided, That the foregoing 
appropriation shall not be available to effect the moving of Government agencies 
from the District cf Columbia into buildings acquired to accomplish the dispersal 
of departmental functions of the executive establishment into areas outside of 
but accessible to the District of Columbia: Provided further, That this appropria- 
tion shall be available, without regard to section 322 of the Act of June 30, 1932, as 
amended (40 U. 8S. C. 278a), for the rental, repair, alteration and improvement of 
buildings or parts thereof, heretofore leased under the appropriation for ‘‘Emergency 
Operating Expenses’’. 


NP 


de: 
the 
q ap 
m¢ 
rel 
pr 
19 
be 
(1 
of 
(2 
ou 
tic 
pe 
q ge 
m 
ti 
le 
O 
q tk 
| 
( 
il 


1325 


GENERAL STATEMENT 


“This appropriation provides for basic operations of the Administration which 
deal with acquisition, operation, and utilization of general-purpose space, and 
the maintenance, custody, management, and disposal of real property. 

“Formerly, regular and emergency operations have been financed by separate 
appropriations. In effecting substantial overall reductions in leased space and 
more efficient space utilization, the emergency operations, which have become 
relatively stable, no longer are readily separable from regular operations. It is 
proposed to consolidate financing of both programs under this appropriation for 
1955. 

“The consolidated appropriation request for 1955 is a net decrease of $3,230,070 
below comparable amounts appropriated for 1954. The net decrease results from 
(1) a reduction of $9,665,570, primarily for further space releases and curtailment. 
of certain buildings management and national itdustrial reserve operations, and 
(2) increases of $4,966,674 for inclusion of buildings management services previ- 
ously performed for other agencies on a reimbursable basis, $1,393,326 for renova- 
tions and impiovements to buildings in the District of Columbia, and $75,500 
other.” (From The Budget for 1955.) 

No provision is made under this title for administrative operations which sup- 
port the operating activities such as accounting, budget, personnel, legal and 
general housekeeping services, which are included under ‘A”ministrative 
operations.” 

The estimate is below adjusted 1954 level and consistent with the President’s 
program to effest maximum reductions in total budget expenditures. Buildings 
management operations will be continued at reduced service level of 1954. Addi- 
tional release of rented space is programed through further general reductions in 
Federal er ployment in 1955. Public utilities management will continue at 1954 
level to take full advantage of savings in wajor areas of Government utilities use. 
Other real property activities are reduced on the basis of e tightening up all along 
the line and improvemerts in management and operations. 

Detailed estimates for following activities are presented on succeeding pages: 


Activities 1954 Deductions} Additions 1955 

1. Buildings management: 
Regular program. $93, 589, 740 | $7,039,440 | $6,432,000 | $92, 982, 300 
19, 681,000 | 2,449,000 17, 232, 000 
3. National industrial reserve. 2. 593, 700 2, 524, 500 
4. Surplus property management and disposal 425, 800 50, 300 375, 500 
6. Buildings design and supervision. 113, 630 | 113, 000 
118, 630,070 | 9, 665, 570 | 6, 435, 500 | 115, 400, 000 


Deductions are primarily in buildings management activity. Thev include: 
(1) Further reductions in rented space, (2) curtailment of extra building and 
communications services occasioned by the emergency, and (3) further reduction 
in protection ot buildings and property. 

Except for penalty mail requirements under service administration, the in- 
crease is entirely for buildings management. Of the $6,432,000 increase for build- 
ings management, $4,966,674 is for space transferred under Reorganization 
Plan 18 of 1950. This space is being managed in 1954 by reimbursement from 
occupant agencies. Comparable amounts have been eliminated from 1955 
estimates of those agencies. Purchase of furniture and furnishings will require 
$72,000. Remaining $1,393,326 is for essential renovations and improvements 
to buildings in the metropolitan Washington area to maintain and improve their 
usefulness and to keep day-to-day operation and maintenance costs to a minimum. 


Mr. Paruurrs. You have already answered the question I had 


about the additional buildings you are providing for agencies of 
Government. 
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MANAGEMENT 
JUSTIFICATION OF THE ESTIMATES 


Taking up now the first appropriation item under ‘Operating 
expenses, buildings management,” insert in the record at this point 
pages 20 through 25, excluding the chart on page 24. 

(The justification referred to is as follows:) 


1. ButtpIncs MANAGEMENT 


FUNDS AVAILABLE FOR BUILDINGS MANAGEMENT, 1954 


Emergency operating expenses: 
Appropriation in annual act____- $19, 492, 000 
Supplemental appropriation. _-- 189, 000 
_—__ 19, 681, 000 


ADDITIONS FOR 1955 
Regular program only: 

2,337,000 square feet of space 

previously financed by reim- 

bursement from other agencies. $4, 966, 674 
Selected renovations and im- 

provements to public buildings 

in District of Columbia and 

adjacent area. _-.-.2---..--. 1, 393, 326 
Furniture and furnishings for 

Government-owned buildings 

outside District of Columbia__ 72, 000 


6, 432, 000 
DEDUCTIONS FOR 1955 
Regular program: 
Transfer of expense of Govern- 
ment-owned space (161,000 
square feet to “Operating ex- 
penses, $38, 940 
Reduced protection of buildings 
Release of rented space (3,788,000 
square feet average) -...---. 6, 687, 000 
Round-off 13, 
$7, 039, 440 
Emergency program: Release of rented 
space (915,000 square feet average). _—1, 814, 000 
uctions in: 
Moving and space adjustments_. 39, 000 
Extra building and communica- 
tions services...........-.---- 531, 000 
Civil-defense protection 65, 000 
2, 449, 000 
—_—— 9, 488, 440 
Estimated total obligations, 110, 214, 300 
1954: 
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HIGHLIGHT 


“Provision is made for management, operation, maintenance, and protection 
of 107,857,000 square feet of Government-owned and leased space, including 
repairs for 43,810,000 square feet of Government-owned space in the District of 
Columbia and adjacent area; operation of joint-use communications facilities; 
and other related services. Continued release of rented space due to improv 
space utilization and reduced requirements of Federal agencies will more than 
offset the additional workload in 1955, resulting from: (1) Provision for 2,337,000 
square feet of space previously managed on a basis of reimbursement from other 
agencies, and (2) selected renovations and improvements to buildings in the 
District of Columbia.”” (From the budget for 1955.) 

This estimate for 1955 brings together for the first time all buildings manage- 
ment and related services for: (1) The regular program customarily financed by 
“Operating expenses, PBS,” and (2) the emergency program previously financed 
by “Emergency operating expenses.’’ Merging the emergency and regular pro- 
grams will facilitate management of programs and space. The estimate is 
formulated separately for each program and then summarized. The net decrease 
of $3,056,440 under 1954 is accounted for on the facing page. 


Additions over 1954 
; — totaling $6,432,000 are all in the regular program and consist of the 
ollowing: 

1. Mainly under authorization of Reorganization Plan No. 18 of 1950, financing 
of the management of 2,337,000 square feet of space financed during 1954 by 
reimbursements to GSA. from occupying agencies will be transferred to this 
appropriation for 1955. Estimates of those agencies for 1955 are lower by 
$4,966,674 due to this transfer and that amount has been included in this estimate. 

2. $1,393,326 has been included for resumption of renovations and improve- 
ments essential to arrest deterioration and hold down day-by-day operation and 
maintenance expense in buildings in the District of Columbia. This work had 
to be deferred during 1954 due to insufficient funds. 

3. $72,000 has been added to bring the amount for furniture and furnishings 
supplied by GSA in Federal buildings to $105,000 for wear and tear replacements 
which cannot be made from excesses due to reductions in other agencies or for 
items which qualify under section 1316, Public Law 207, 83d Congress. The 
current inventory of furniture supplied by GSA is $25 million. 


Deductions from 1954 

The foregoing additions are more than offset by deductions from 1954 totaling 
$9,488,440. Deductions of $7,039,440 in the regular program are: 

1. As 161,000 square feet of warehouse space in Atlanta, Ga., will be taken over 
in 1955 for a records center, the expense of $38,940 will be assumed under ‘‘Oper- 
ating expenses, NARS” as an offset to a reduction in rented space under that item. 

2. As an economy measure, a further reduction is being made in protection 
services in safeguarding buildings and property at a saving estimated at $300,000. 

3. The intensive program fcr reducing leasea space initiated during 1953 will 
continue into 1955 to bring about a decrease of 3,788,000 average square feet 
below 1954. This accounts for a reduction in the estimate of $6,687,009 at 
average rates. 

Deductions of $7,449,000 in the emergency program are: 

4. Decrease of 915,000 square feet in the average leased space due in part to 
reduced employment in the Department of Defense and defense related agencies 
oo pe more efficient utilization, causes a reduction in 1955 of $1,814,000 below 

5. Stabilization of the defense program at a slightly lower level than 1954 is 
reflected in reductions of $39,000 for moving and space adjustments, $531,000 in 
extra services in buildings and communications which had been necessary due to 
double shifts, overtime work, etc. in defense agencies, and $65,000 for participation 
in the civil defense program. 


Industry survey of buildings management operations 

The most competent advice on buildings management operations was solicited 
in the summer of 1953. A contract was made with the National Association of 
Builaing Owners and Managers to examine and report on the practices, methods, 
costs and results of operations during 1953 in 42 buildings in 15 cities which is 
a fair cross-section of the nationwide program. 
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The survey was made by men experienced in operating commercial office 
bnildings. Each was selected for particular qualifications to bring together 
competence and experience in all phases of private buildings management. 

The survey has been completed end the report was filed on December 9, 1953. 
Detailed analysis of the report is being made, but had not been completed when 
this meterial was being prepared. However, copies of a “Summation of the 
General Report’’ have been submitted to the committee, which discloses that 
GSA operated the buildings for 77 percent of comparable commercial office 
building costs and recommends both an increase of 12.84 cents per square foot in 
operating funds to bring services up to commercial standards and an extensive 
10-year program of rehabilitation of depreciated buildings. 


Proposals for cleaning buildings by contractors 


The possibility of potential economies in performing cleaning operations by 
contract was explored during the fall of 1953. Bids were formally solicited for 
cleaning selected buildings in Washington, New York, and Chicago. In each 
case analysis of the low bids did not disclose any savings or potential economy and 
all bids were rejected. 

As some bidders commented adversely to certain terms in the invitation to 
bid and specifications, all bidders were subsequently asked to submit suggestions 
which might improve the invitation and specifications. An analysis of the 
suggestions is in process following which determination as to readvertising for 
bids will be made. 

JUSTIFICATION 
Average workload 


Explanation of changes in this program from 1954 to 1955 has been given in 


the foregoing material. As the net result, the workload in average square feet 
for 1955 in comparison to 1953 and 1954 is: 


Average square feet of space 
Type of space 
1953 1954 1955 
Government-owned (gross). -..............-.--------.-------- 81, 850, 000 82, 174, 000 82, 013, 000 
31, 496, 000 28, 210, 000 23, 507, 000 
21, 826, 000 20, 053, 000 16, 265, 000 
9, 670, 000 8, 157, 000 7, 242, 000 
100, 066, 000 99, 117, 000 97, 505, 000 
13, 280, 000 11, 267, 000 10, 352, 000 


Functions Previously Performed by Reimbursement 

Space in the category of Reimbursable in 1954 consists of 2,303,283 square 
feet of rented space and 33,776 square feet of Government-owned space which is 
summarized by occupying agencies as follows: 


Department or agency Annual cost 


Atomic Energy Commission 

Department of Agriculture. 
Department of Commerce... 
Department of Defense_ 
Department of Justice 

Department of Labor 

Department of State... 

Department of the Treasury... 

Interstate Commerce Commission 

National Labor Relations Board 

Selective Service System 

Veterans’ Administration 
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The graphic presentation on the following page shows progressive transfer of 
financial responsibility each year since July 1, 1950, for space transferred to 
GSA under plan No. 18, It includes 2,337,000 square feet for 1955, presently 
managed by reimbursement from occupant agencies. Graph also shows space 
reductions through 1954 including 3,044,000 square feet of space to be released in 
1955. 

Selected renovations and improvements to buildings in District of Columbia and 
adjacent area 

Resumption of the program of progressive rehabilita.ion of buildings in the 
metropolitan area of Washington, D. C., is important to support the program of 
greater utilization or space. Much of the mechanical equipment in older buildings 
is so obsolete and worn out as to require replacement rather than repair. Some 
buildings are unsafe due to health, fire and safety hazards. 

Although needs in varying degrees exist in most of the 43,810,000 square feet 
of Government-owned buildings around Washington, onlv a limited number of 
the most urgent projects are proposed for 1955 as shown on the following page. 


Buildings and projects 


1300 E Street NW.: Eliminate hazards through repair and renovation Estimate 

of stairways and replacing fireproofing on ceiling beams__—--___-___- $75, 000 
Agriculture (South): Rebuild 3 passenger elevators and at the same 

time convert them to automatic operatorless control____._______- 96, 000 
Commerce: Rebuild 3 passenger elevators and at the same time con- 

vert them to automatic operatorless control______________-______- 75, 000 
Executive Office: Replace scaled and corroded hot and cold water 

piping and complete renovation of toilet rooms___._.-__-.-----~-- 280, 000 
Genera! Services: Eliminate hazards by converting high-voltage 

electrical system to automatic safe control__________.__________- 100, 000 


Justice: Eliminate hazards by converting high-voltage electrical sys- 


Post Office: 
Improve electrical distribution system and improve lighting___- 184, 326 
Rebuild 4 passenger elevators and at the same time convert 
them to automatic operatorless control___________________-- 128, 000 
Treasury Annex: Replace 3 passenger elevators and | freight elevator, 


Total program for 1955 
Program and performance 


The major expense item in the estimate is for operation and maintenance of 
Government-owned space. Although considerable criticism is made of the quality 
of cleaning services and maintenance, the estimate provides for the continuation 
of the 1954 level of services. 

The item for rental, operation, maintenance, and repair of leased space reflects 
a reduction in space in the regular program proportional to that prescribed in the 
House report on the 1954 appropriation bill. Further reductions are anticipated 
during 1955 due to (1) continued general reduction of employment in occupying 
agencies, and (2) further benefits from the space-utilization program for which 
the head of each agency has been asked to give top-level support. 

Tabulations which follow set forth separately the work units, unit costs, and 
performance costs by subfunctions of Buildings Management for 1953, 1954, and 
1955, for the regular, emergency, and consolidated programs. 


EXPLANATION OF DISTRIBUTION BY OBJECTS (SEL CONDENSED GREEN SHEET 
SCHEDULE) 


Except for 02 Travel and 09 penemee (office furniture), all expenses of 
jo aad are handled through and reimbursed to the buildings-management 


und, 

Travel.—$90,000 of which $74,300 and $15,700 are for regular and emergency 
programs, respectively, for 3,545 travel days at $22 average for program direction 
and supervision and $12,000 for local transportation. 

Other contractual services.—$110,019,300 is the amount to be advanced or reim- 
bursed to the buildings-management fund for operations financed thereunder. 
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Estimated distribution of buildings-management-fund expenses by object class 
appears on page 67. 

Equipment.—$105,000 is all in the regular program largely for wear-and-tear 
replacements of furniture in buildings outside the District of Columbia occu- 
pied by other agencies as discussed in item 3 on page 21. 


Mr. Puiurps. In the regular program, will you break your item 


of $92,982,300 for the regular program down into the other units? 
Mr. Meptey. Yes, we have done that. 


Mr. Puttups. What page is that? I want a breakdown of the 
$92,900,000. 


Mr. Mepuey. Yes, sir. That may be found on page 27. 


WORKLOAD, UNIT COSTS, AND TOTAL COSTS, 1953-55 


Mr. Putuurrs. We will put pages 26, 27, and 28 in the record at 
this point. 
(The justification referred to is as follows:) 


Qesenannes; he euhactindigee ha earkload. work unit costs. and total costs for 1958, 1964, and 1955 
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COST OF CLEANING BUILDINGS 


Mr. Puiiurrs. Mr. Mansure, you called attention in your prelim- 
inary statement to the desire on the part of the agencies of Government 
for cleaning provisions; am I right? You provide next year for 
cleaning to the extent of $17,043,000. Is that for both Washington, 
D. C., and outside the District? 

Mr. Reynoxps. That is correct for the regular program. 

Mr. Puiiurrs. What is the amount you are spending this year? 

Mr. Meptey. $17,070,940. 

Mr. Puitires. How much did you ask for in the fiscal year 1954? 
We allowed you less than you asked for. 

Mr. Reynovtps. I think on the basis of your report it is hard to 
break it down. You said that you were making a material reduction 
in rented space and gave us a formula by which it should be released. 
We show that our cleaning rate in 1953 was 21.6 cents. That is 
carried through in 1954, and also in this submission. 

Mr. Putuures. You had approximately the same amount of money 
for each year in the years 1953, 1954, and 1955 for cleaning? 

Mr. Reynovps. That is right. 

Mr. Puriures. And the buildings are not clean? 

Mr. Reynotps. That is right. 

Mr. Puiuurpes. Let me go back historically a little bit, perhaps for 
Mr. Mansure’s benefit. This matter of cleaning the buildings is a 
matter of considerable interest to this committee, but it was a minor 
matter when we started to look into it. 

In the committee report last year, and I quote: 

The committee is of the opinion that the sum requested for the costs of 
operating expenses of public buildings is excessive and that such buildings should 


be operated at a very substantial reduction. It has, therefore, recommended a 
total reduction of $19,412,560 in this activity. 


I call attention to this: 


It will expect the Commissioner of Public Buildings to study the matter care- 
fully and come back to the Congress next January with a better and more 
economical estimate for the cost and cleaning and operating buildings. 

Have you that estimate? 

Mr. Reynoups. The estimate that we have presented here is at 
the same rate that we had before. Following the receipt of this 
report by the committee we entered into a contract in May of last 
year with the Building Owners and Managers Association 
Mr. Puitures. May of last year? 


REPORT OF THE BUILDING OWNERS AND MANAGERS ASSOCIATION 


Mr. Reynoups. Yes. They reported, in substance, that our costs 
were 23 percent below that of private industry, and they suggested 
that our operating allowance be increased by 12.84 cents per square 
foot. That was a study made by approximately 25 people who were 
assigned by the Association of Building Owners and Managers. 

Mr. Meputey. You asked for some information about what we 
requested last year. I have the information. 

Mr. Puitires. What did you request last year? 
Mr. Meptey. $19,851,000. 
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Mr. Puiuuips. I continue the quotes from the report of last year: 


The committee has evidence satisfactory to it that instead of increasing the 
cost of cleaning in Washington and New York and other cities, better work can 
be done for less money than has been appropriated in the past year. 

Have you done so? 

Mr. Reynoups. We have done everything we could. We started 
an intensive study of our operations. As soon as the reports came 
to us from the Building Owners and Managers Association we started 
putting those into effect. 

Mr. Puiuurps. You put a good deal of weight on this Building 
Owners and Managers report. You are satisfied with it, | take it? 

Mr. Reynoups. It represents the major building industry, that is, 
the people who actually operate buildings in the United States. 
People who made the report I consider the best men you can find in 
the United States on this question. 

Mr. Puitures. You are, therefore, satisfied with it? 

Mr. ReyNoups. Yes, sir. 

Mr. Puiuurps. I think I should say for the benefit of the other 
members of the committee, perhaps the newer members, that the only 
interest I had in this when I started to look into it was that the build- 
ings in Washington were filthy to the point that local agencies in 
Government were assigning their own employees to clean their own 
rooms, and the Pentagon was threatening, if they have not already 
done so, to assign military employees to clean that building. 


RELATIONS WITH CONTRACTOR FOR CLEANING UNITED NATIONS BUILDING 


I made one trip to New York, and other Members of Congress did, 

to see what is being done at the United Nations Buildings, which are 
a somewhat difficult operation because they have wall-to-wall carpets. 
1 do not know if you have been there or not, Mr. Mansure. 

Mr. Mansvre. [ have not. 

Mr. Puitutrs. It is a very clean building. We discovered that 
they had contracted out their cleaning. So we talked to the man who 
did that cleaning, who up to that time had been unknown to this 
committee, and ie voluntarily offered without charge to come over 
and make his experience, which is nationwide, available to your depart- 
ment. Did you take advantage of that? 

Mr. Reynotps. Mr. Schwartz? 

Mr. Yes. 

Mr. Reyno.ps. I do not recall, Mr. Chairman, that he made any 
contribution or request. As a matter of fact, he wrote to us asking 
for cleaning. We wrote back and asked him what he would recom- 
seen what his background was, and so forth. We did not hear from 

m. 

Mr. Puixutrs. I think you made the same statement a year ago. 

Mr. Reynotps. I did, if I remember correctly. 

Mr. Puituips. He called attention to the fact that he had not had 
the necessary cooperation from the New York office in order to get the 
information necessary. Did you make it possible for him, Mr. Reyn- 
olds, to get that information? 

Mr. Reynoups. Yes. 

Mr. Patuurps. You did tell the New York office to give him all the 
information? 
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Mr. Reynotps. They had orders to give him complete cooperation. 
But let me amend that by saying that was when we knew that he was 
working for the committee, that is, anyone has a right to go into our 
buildings at the direction of the committee, why, we gave them full 
and complete cooperation. 

Mr. Putuuies. Is there some question in your mind as to whether 
the committee is interested in this problem now? 

Mr. Reynotps. I think the committee is very much interested. 

Mr. Puiiurrs. Why put the stipulation in that he was only getting 
cooperation when you knew he was working for this committee? If 

ou mean ‘‘working’”’ as an employee of the committee, he has not 
een. We are just interested in an offer made by an experienced 
man in his own belief, to save the taxpayers a million dollars a year 
or more. We ig you would be interested. 

Mr. Reynoups. We are very much interested. 

Mr. Puiuuips. But you are not giving him cooperation? 

Mr. Reynoxps. I think we are. As a matter of fact I have never 
met Mr. Schwartz, but Mr. Mansure has. 

Mr. Purmuies. Mr. Mansure, if any cooperation is not being given 
Mr. Schwartz, that is not with your approval; am I right? 

Mr. Mansure. I could just say this in order to clear up the situa- 
tion. I met Mr. Schwartz the first time in the second week of May 
after I came into the agency. He came in to see me with a mutual 
friend of his for whom the White House had made an appointment 
with me regarding the feeding operation. I did not know then who 
Mr. Schwartz was. 

Mr. Yates. What operation? 

Mr. Mansure. Feeding. They just wanted to consider generally 
the same type of operation that GSI is doing in the cafeterias. 

After we had finished discussing the matter with this gentleman 
for whom the appointment had been made—I thought Mr. Schwartz 
was with him—and then he said, ‘““Now, Mr. Schwartz would like to 
discuss the cleaning operation,”’ which surprised me a little bit. 

We had an amicable discussion about it. He left with the under- 
standing that he was going to submit a proposal. Not hearing any- 
thing from him, we contacted him and then he wrote in a letter, which 
was strictly a sales letter on their company. I promptly thanked him 
for sending me the letter, but stated that I would like to have a 
proposal from him. 

Mr. What was that a for? 

Mr. Mansure. For cleaning. Well, he talked to me specifically 
about the Pentagon. When he came in he said we were cleaning 
the Pentagon for $1,200,000, and I said that I had no idea what it 
was costing. He said he could clean it for $800,000. I said, “that is 
quite a reduction. How much is that percentagewise?” He said, 
“T don’t know what you mean.” ; 

I said, ‘What would be the difference between what we are cleaning 
it for and what you think you could clean it for? What would the 
percentage be?” It is an easy thing to figure the percentage from 
$1,200,000 to $800,000. 

He said that it would be $1 million. I said that that would not 
be a difference of $400,000 but a difference of $200,000. I said, 
“Will you give me a firm proposal on what you could do and how we 
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would go into such a negotiation?”’ I have never received that to 
this date. 

There is a long period of conversations between us which the com- 
mittee is not interested in, but to bring it up to date, a week ago today 
or yesterday he came in and we had a very nice friendly talk. But 
that is all it was, just conversation again. 

He said that he could be very helpful in saving us considerable 
money in our cleaning operation. I said, “I am still interested.” 
I said, ““‘What do we have to do to help you?” 

I said that I would like to have—speaking myself—a pilot operation. 
I said, “We will take 1 or 2 buildings. We won’t take a good 
building or a poor building from the standpoint of age and setup,” 
and so forth. 

I said, “If we are going to take the extremes, let’s take 2 build- 
ings; if we are going to take an average building, which represents a 
Government building, we will take 1 building.” 

He said, ‘I am going to New York this afternoon or tomorrow 
morning—whenever it was—and I would like to go in and talk with 
the GSA regional director in New York.” 

I said, That is a deal. I will see that he has word tomorrow 
morning before you get there.’ 

That ‘vould have been last Wednesday or Thursday. I received 
a telephone call that afternoon from our New York office that Mr. 
Schwartz was there and they desired to bring a couple of men from 
our Pittsburgh operation and our Philadelphia operation to New York. 

I said, ‘““That seems to me like a rather expensive procedure when 
we are discussing a Washington or New York building.” 

I said, ‘That is an operational phase of it and I am not familiar 
with it.” I said that to our regional director. I said, “If you feel 
that it is justifiable to bring 2 or 3 people in from each 1 of those 
cities you have my approval.” 

I said, “I don’t like you bringing them in over Saturday or Sunday 
if we have to pay extra money for that, plus the transportation charges. 
We have to put them on a per diem basis. I think you ought to be 
able to work it out between yourselves in New York.”’ 

They did not bring them in. I do not know why. They still 
have not reported to me. 

On Monday of this week it seems that a misunderstanding de- 
veloped between Mr. Schwartz and Mr. Downey, who is our regional 
director in New York. I have talked to both of them and have heard 
both sides of the story. I cannot make heads or tails out of it. Our 
New York people say that Mr. Schwartz says he has been authorized 
by me and by the committee to make a review of the entire operations 
of GSA in our New York region. That is certainly not true on my 
part, and [ doubt if it is true on your part. 

Mr. Puitures. As they have to do with cleaning? 

Mr. Mansure. No, everything. 

Mr. Puiturrs. I think that is a misunderstanding. 

Mr. Mansure. Payrolls, et cetera, of course, Teotentet give him 
that authority because we had a lot of restricted information there. 
New York, as you know 

Mr. Puruurps. Let us not make too much out of this, because this 
committee has no interest in any individual firm. It does have an 


1338 


interest in the fact that a year we called your attention to the 
fact that there was a man of considerable experience who had a con- 
tract at the United Nations, who had twice made a reduction in the 
cost of cleaning the United Nations Building, which I have confirmed 
myself, and suggested that you get in touch with him and see if he 
could make any suggestions. 

That has not been done up to the present time, by your own ad- 
mission. Furthermore, I will confirm this part of what you have 
heard, and state that any report that there is cooperation out of the 
New York office is certainly news to me, because there has not been 
cooperation in the year that I have been acquainted with the 
situation. 

Now, if Mr. Reynolds says there should have been and you say 
there should have iew: then that is all we need to know, because [ 
expect we will get cooperation. 

Mr. Mansvre. I would say this—I think possibly Mr. Reynolds 
has been out of this—I would welcome any suggestion that Mr. 
Schwartz could give me. The trouble is that I cannot get a sugges- 
tion from Mr. Schwartz. 

Mr. Puitures. That is peculiar. But let us not discuss Mr. 
Schwartz’s business because he is long established in business. A 
very simple way to meet that problem is to ask for a quotation and 
a contract to clean a building. 

We were under the impression in talking to Mr. Reynolds last 
year that an effort of that kind would be made. 


BIDS FOR CLEANING BUILDINGS 


‘ ve Reynoips. We did take bids. I would like to explain those, 
riefly. 
Mr Puitutps. I think you should explain them. 

Mr. Reynoups. The statement that you made to me in the hearings, 
quoting the advice that you had received 

Mr. ,ecergaang Let us call it a suggestion. 

Mr. ReyNoups. Suggestion, yes, sir, was that the buildings could 
be cleaned on a 5-day basis and save 25 percent. We have wanted to 
clean our buildings on a 5-day basis. 

If we are going to enter into a contract, we prefer the level of 
service which would insure that the buildings would be clean. For 
those 2 reasons we asked for bids on 3 buildings. 

Mr. Paiuurrs. On what buildings? 

Mr. Reynoups. One in New York, one in Washington, and one in 
Chicago. 

Mr. Tomas. On what basis? 

Mr. Yates. When you say that you asked for bids—— 

Mr. Puruurrs. Please let Mr. Reynolds continue. 

Mr. Reynoups. We advertised for bids, and we received a con- 
siderable number of bids. We received also a considerable number 
of complaints that the bidding documents were too restrictive. 

Mr. Were they? 

Mr. Reynoups. Not in any measurable degree. The man who was 
the low bidder in Chicago said it was the best specification that he 
had ever seen. 
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Mr. Puruurpes. Did you, for example, pick out a building that you 
would call a fair building on which to base cleaning when you picked 
out South Agriculture? 

Mr. Reynoups. We thought that was a rather good building. 

Mr. Paiuurpes. That was probably the worst building to take care 
of; am I right? 

Mr. Reynoups. No. 

Mr. Puruuies. Would you call that an average building, Mr. 
Mansure? 

Mr. Mansure. I have never been in South Agriculture. 

Mr. Puruuies. In your testimony you said you thought a fair way 
to do it would be not to take a poor building or a good building. 

Mr. Reynoups. South Agriculture is a building which was built 
around 1934. 

Mr. Puriures. I thought you had read the report of these building 
managers that you hired. You have not read that report? 

They speak very harshly of the South Agriculture Building, if you 
remember. 

Mr. Reyno.ps. I do not know why they should be any more harsh 
with that than any other building. We have some deluxe buildings, 
we will say, but we have a lot of temporaries as well. 

Mr. Puruuips. Then you did ask for a bid on South Agriculture? 

Mr. Reynoups. It was an objective selection. 

Mr. Puriurps. Did you ask these private contractors to whom you 
referred your bid for a bid on cleaning one and a half times per week? 

Mr. Reynotps. No; every day; 5 days a week. 

Mr. Paiturps. Then you compared that with your cost, which is on 
the other basis? 

Mr. Rreynotps. No; we compared it with an estimate that we had 
prepared prior to the bids received on the same basis as the advertised 
specifications. I required our people to file with me a bid themselves 
on exactly the same specifications as those on which the contractor 
was bidding. 

Mr. Puiuutps. If you were bidding on 5 days a week and were using 
the figures that I have seen, which are lower than those in the contract, 
according to you, then why are you not cleaning at 5 days a week? 

Mr. Reynowtps. We do not have the money to clean 5 days a week, 
and we could not award a contract because every bid was considerably 
higher than the money that we are now spending on the building. 
So we were helpless at the moment. 


GSA COSTS OF CLEANING BUILDINGS 


Mr. Puriires. Where did you get the figures that you used for 
your cost? 

Mr. Reynotps. Out of our own records. 

Mr. Puriurps. Did you get them from Mr. Medley’s department? 

Mr. Reynoutps. Mr. Medley accumulates this information. It 
comes from the building operators themselves. 

Mr. Patturs. Mr. Medley, did you give these figures that have 
been used as the cost of cleaving buildings by the Government? 

Mr. Meptey. Well, to give you an honest answer, Mr. Chaiiman, 
I do not know. Mr. Schmidt, were those costs from the building cost 
reports which are put out by the regional comptrollers? 
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Mr. Scumipr. The amount we are spending is the month-by- 
month cost as produced by the regional comptrollers. 

Mr. Meptey. The way that works, Mr. Chairman, if I may just 
take a minute, you being an accountant—we have a system of 
operation orders, annual operation orders, which each building super- 
intendent submits at the beginning of each year as his proposed 
operating costs for the ensuing year. That is reviewed and approved 
at the regional office in keeping with the funds available. Thereafter, 
at the end of each month he submits a labor report which breaks 
down his labor between the various functions, that is, cleaning, 
electrical, and so forth, which have to tie in, of course, to his total 
cost for that month. 

Those reports are reproduced in the accounting shops of the various 
regional offices and are made available to the buildings management 
people in the regions and in the central office. 

As to how the reports were used, I cannot honestly state. 

Mr. Puruuies. Would you care to state whether or not they were a 
complete estimate of the cost of cleaning buildings? Did they include 
the overhead? 

Mr. Meptey. No, sir. 

Mr. Puiuurrs. Did they include the overhead, Mr. Reynolds? 

Mr. Reynotps. They include the foremen and direct labor. They 
do not include the so-called administrative overhead. 

Mr. Meptey. Only supervisory labor. They do not include the 
cost of the buildings management supervision in the regional office 
or the buildings management supervision in the central office or 
accounting and other administrative overhead. 

Mr. Puiturres. When you asked for a contract, you expected the 
bidder to pay all those items out of his own pocket under the contract, 
did you not? 

r. Reynotps. Not all of them. We have made an analysis to 
find out what this overhead was, with these considerations in mind: 
We have assumed that all cleaning would be done by contract. If 
done in that manner, the overhead that would be necessary for carry- 
ing on our normal operations, including the supervision of these con- 
tracts. We are deducting that from our present overhead, which 
again applies not only to cleaning but all operations to get the true 
education in overhead in the event that you entered into a con- 
tract 

Mr. Purtuips. What would you say, Mr. Reynolds, that your esti- 
mate of the overhead cost in your service, your agency, or your part 
of the agency would be to supervise a contract? 

Mr. Reynoutps. We have made some figures on that. It is a bit 
difficult. to arrive at any definite conclusion, but we think it would 
total in the neighborhood of $1,496,000. 

Mr. Pururps. For all buildings? 

Mr. Reynotps. That is right. 

Mr. Puiturrs. What would be included in that? 

Mr. Reynotps. General expense including supervision, service 
administration, administrative operations. We have to add to that 
some $568,000 for inspection of contracts. : 

We have talked with a great many people about contract cleaning. 
The people that have used contract cleaning say that it is quite 
important that it be supervised rather well. 
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Mr. Puiturps. I am coming back to this in a minute. You have 
given us a figure of over $1 million for just supervision. Let me ask 
you something, Mr. Medley. 


COMPARISON OF GSA AND BOMA CLEANING COSTS 


I have here a 13-column sheet showing the cleaning costs for every 
building of more than 50,000 square feet occupied by the Federal 
aa in Chicago, New York, and Washington. Have you seen 
this: 

Mr. Meptey. No, sir. 

Mr. Purituirps. Over the lunch hour I will show you a copy of it. 
I will give you a copy of it because my question to you is: Is this 
a fair way to establish a cost for cleaning the buildings? 

It is very obvious, Mr. Mansure, that in making up the figures, and 
I take it the ones given you, the cost of overhead was not included, as 
were not also other costs that should have been included. Even if we 
allow a substantial cost for the overhead which you would be com- 
pelled to carry, all figures which I can obtain, and I have read very 
carefully the building managers report, my figures show that what 
they would clean certain buildings for, Mr. Reynolds, show they are 
under you by 45 percent. 

Any statement that you can clean buildings cheaper than can be 
contracted for is not based on any figures obtained from your own 
records or from the Comptroller’s ce of the GSA. That is subject 
to substantiation. 

It is all here, every item, every item on your own figures, on your 
own percentages. It arouses my great curiosity as to where you got 
the figures that you gave to Mr. Mansure to give to the press to say 
that you could clean buildings cheaper than they could be contracted 
for, because they do not correspond to any figures that are official in 
your agency. 

Mr. Reynotps. Do you wish me to answer the question? 

Mr. Purtutes. I think it would be interesting to put in the record 
where you got your figures. 

Mr. Reyno.ps. Our estimate of our present costs are based upon 
the records that we have given you, and they do not include the over- 
head that you are discussing. 

Mr. Puiturres. That amounts to about 18 percent, on the average. 

Mr. Reynotps. We get it slightly less than that. 

Mr. Paruures. I will accept your figure. 

Mr. Reynotps. When we received the bids, we added to it the cost 
of inspection. To give you an example, I can give you 2 of the 
buildings that IT can Gecall or 1 I know definitely, and that is the one 
here as South Agriculture. Our present costs show about $27,000 a 
month. 

Mr. Puiuurres. Unfortunately, your figures do not show that you 
added it. Did you think that you added it and perhaps did not do 
it? 

Mr. Reynotps. We added it in our own computations. 

Mr. Puiuurps. I have your figures here. Mr. Yates, the America 
Fore Building in Chicago is familiar to you? 

Mr. Yates. Yes. 


1342 


Mr. Puiturps. The estimate by GSA for cleaning that building is 
$124,874 by actual computation; by adding 18 percent the actual cost 
to the Government would be $147,726. An actual dollar-for-dollar 
computation of what it costs you is $140,207. The buildings will be 
cleaned under the recommendations of this commission that you hired 
for $126,000. 

Do you still say you can clean those buildings cheaper than they 
can be cleaned? My question is, If you can clean these things as 
cheaply as a contractor can clean them, then why are you not clean- 
ing them resp | instead of cleaning them 1% days a week and 
asking for bids on the 5-days-a-week basis? 

Mr. Reynotps. We are cleaning them better than one and a half 
times a week. 

Mr. Puiturs. How frequently are you cleaning your Chicago 
building? 

Mr. Reynoutps. They are cleaned about every other day. These 
figures that you are quoting were 1953 figures. A reallocation of 
funds was made for the Chicago region for 1954 and the money that 
is presently available to them, for the America Fore, the courthouse 
and others—you have about 3 or 4 of them listed there because I 
have seen the photostatic copy that you have in your hand—is less 
than in 1953. 

Mr. Putturps. I have 18. I have three listed for Chicago. These 
photostats are available to you or to anybody who would like to check 
them while I am talking. Mr. Eddleman, will you supply them to 
each member of the committee? 


SUPERVISION OF CLEANING OPERATIONS 


I think we should first of all establish whether this is a reasonable 
way of arriving at your cost. We have included in that all costs. 
Let meillustrate. You have about 200 people that you classify as super- 
visors of the buildings. I would hazard a guess, and you can confirm 
or correct me, that about half of those have to do with the buildings. 
The buildings are cleaned at night. The hours of all these super- 
visors are from 8 to 5 in the daytime. 

Will you explain to this committee how you can have supervisors 
of a cleaning operation working in the daytime while the cleaning is 
done at night? Did you ever hear of anything like that in your life? 

Mr. Reynotps. Only a portion of them are daytime, and those are 
where the operations are sufficiently extensive so that it requires a 
man directing the paperwork, and so forth. Foremen are with the 
crews at night. 

Mr. Puiuurrs. Mr. Reynolds, I am quoting the building managers 
who called attention to the complete ineffectiveness of supervision 
and at the same time to the excessive number of supervisors you had 
on the payroll. 

Mr. Sav vornks That is right, and they pointed out 

Mr. Putturps. And you said you were satisfied with the report. 

Mr. Reynovps. I am quite satisfied with it. We are moving to 
make corrections in the operation as indicated by this report. 

Mr. Puiuurps. Then perhaps I should not take something you have 
not seen. Suppose I take extracts. By the way, Mr. Mansure sent 
me three very interesting letters about this report. Did you write 
those letters? 
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SUMMATION OF BOMA REPORT 


Mr. Mansure. Those letters that 1 sent to you were just the 
summation of the building managers report. 

Mr. Puixturps. Had you read the building managers report? 

Mr. Mansure. Not the complete report in itself. I read the 
briefings on it. I had the three members of our review board—— 

Mr. Puituips. Who wrote that resume, Mr. Reynolds? 

Mr. Reyno.ps. I have read the summation. Which one are you 
referring to? 

Mr. Puiturrs. The one from the building managers. 

Mr. Reynotps. This report was turned over to a review board, 
which is quite independent of all our operations, for their complete 
analysis as to what the situation was. I am sure, or I feel confident, 
we can check it, that the 

Mr. Putuuipes. I want to know who wrote this résumé that went 
along. I want to know if the people who wrote the résumé—you are 
being coached. Will you tell us what the answer is? 

Mr. Reyno.ps. I do not know which one you are talking about. 

Mr. Puiuuirs. I am talking about the Building Managers group 
which you paid the sum of $18,000 to make a survey. 

Mr. Reynotps. That is right. 

Mr. Puiuurs. Now, who wrote that? 

Mr. Reyno.tps. They did. 

Mr. Puiturpes. That is very interesting. I presume, that these, 
Mr. Mansure, that these three letters you sent me are digests of that? 

Mr. Mansvure. Digests of the report; yes, sir. 

Mr. Puiuurrps. You have come to the conclusion that the decrease 
in the quality of buildings service has been brought about by a con- 
tinuous squeeze in Public Buildings Service appropriations since 1950? 

Mr. Mansvure. That is ridiculous. 

Mr. Puiuurps. Have you decided yet that is probably not accurate? 


SUPERVISION OF CLEANING, FORCE 


Mr. Mansure. The entire problem is very questionable, in my 
mind. First of all, let me say this: I have had a great deal of ex- 
perience in manufacturing activities, and I am a great believer in 
supervision. I think that the foreman is the most important person 
you have in a manufacturing plant. 

Mr. Puiuurrs. Do you have your foremen working at night while 
the men are working days, or vice versa? 

Mr. Mansure. The foreman is in direct control over the operations. 
It is — same way with the supervisors. That is why I do not under- 
stan 

Mr. Pututurps. Why do you think this idea was criticized by the 
Building Managers Association, of having the supervisors on duty 
from 8 to 5 in the daytime and the people they are supposed to super- 
vise on duty at night? 

Mr. Mansure. The way I would operate would be to have my 
supervisors in direct control over the operation and be there. This 
whole problem appears complicated, but I believe it is simple. I do 
not know whether it is going to cost us more money or less money 
because I am not an expert in this field. 
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FUTURE BIDS FOR CLEANING BUILDINGS 


What I would do is simply this: Pick one or two—I am simply 
talking numbers and not being specific—buildings in the New York 
region, a couple of buildings in Washington, a building in Chicago 
and some place else. I would let these people show us what they can 
do, that is, let them bid on it. In other words, if we only have enough 
money to clean the buildings 3 days a week, they should bid for 
cleaning 3 days a week. If we find out that they can reduce the cost 
enough to add another day, then let another day be added. 

Mr. Puruips. You are only suggesting what this committee sug- 
ag to Mr. Reynolds a year ago. Why didn’t you suggest that to 

r. Mansure in the meantime, Mr. Reynolds? 

Mr. Reyno.tps. We have been preparing bids on the basis of taking 
bids every day, bids every second day, bids every third day so there 
will be a clear indication of the variation in cost as viewed by these 
operators. 


COMPARISON OF PREVIOUS BIDS 


Mr. Puitires. That would be a very interesting statement if you 
had not already issued a press release that on comparable bids the 
Federal Government could clean these buildings for much less than 
private contractors could, would it not? 

Mr. Reynotps. I was particularly careful in that release not to 
include what our present costs were. That was later picked up by the 
press. The release to the press stated that the bids that were received 
were above the estimates that we prepared on the same basis that 
the bidders bid on. 

Mr. Puiturrs. For the remaining time this morning before we 
recess—I will pick this up again after lunch 

Mr. Yarrs. May I make the suggestion that it might be wise to 
identify the letters that you referred to by their dates, and the press 
release by its date, because there may have been more than one. 

Mr. Puriurrs. The suggestion is good. The press release is dated 
October 16. It says: 

Private enterprise may clean up the Government but not the Government’s 
buildings. The Government’s mop wielders did the job for a whole year for 
$321,152 in South Agriculture. The bids, however—according to General Serv- 
ices Administration—were asked on a basis of 5 days a week cleaning as compared 
with the Government’s every other day schedule. 

So even the newspapers were not fooled by Mr. Reynolds’ method 
of computing. 

Nevertheless, a New York expert had estimated that it could be done for 
approximately the same amount for 5 days a week. 

It says that Mr. Mansure asked 42 concerns to submit bids on the 
South Agriculture Building, that bids were also asked for the Veterans’ 
Administration Building in New York, and so forth. Then it gives 
the names of the bidders. 

It says that the GSA spokesman said all bids are being analyzed 
and none have been rejected as yet. The Government can make an 
award, reject all bids or ask for others or skip the whole subject. 

Did you correct this and ask for others? 

Now, I have the press release dated October 27, which says: 


The General Services Administration announced today that it rejected all bids: 
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It quotes Mr. Mansure as saying that they were rejected because of 
of the criticism of the terms voiced by the bidding firms themselves. 

Mr. Mansure said, 

We are perfectly willing to throw out all quotations and after a thorough study 
we may readvertise the proposal. 

I think, Mr. Mansure, for your benefit I should say you have been 
making a study of it and you have a complete new draft of a request 
for bids and specifications; am I right? 

Mr. Mansure. Yes. 

Mr. Puaiuurprs. Which will make a comparable bid between what the 
Government is paying and what the contractor is supposedly bidding? 

Mr. Mansure. And, furthermore, in that we have the suggestions 
which the contractors made, some of which I felt were very correct, 
I cannot cite you the specific cases, but they criticized our original 
bid specifications, and then they made alternative suggestions of 
what we should do. I have talked to 2 or 3 of these contractors 

ersonally. I think they were very fair. Naturally, they were after 
usiness but at the same time their recommendations were not un- 
favorable to the Government. 

Mr. Puaruuies. For the next few minutes I shall refer to some things 
in the Building Managers report. This is the report of which this 
document is supposed to be the digest. As we say in California, 
“Any resemblance between this digest and the actual statements of 
the investigators is coincidental,’’ Mr. Mansure. 

Mr. Mansure. My letters are merely the analysis of this digest. 

Mr. Putuures. That is what I thought. 

Mr. Mansure. And no comment on my part. 

Mr. Puruurps. It begins to make us wonder who was trying to put 
something over on you, Mr. Mansure. 


EXCERPTS FROM BOMA REPORT 
UNITED STATES CUSTOMHOUSE IN CHICAGO 


Here is the United States customhouse in Chicago. I will read 
just separated paragraphs, and I want that understood: 


We do not think the labor has been reduced proportionately— 


and so forth. The total cost thus becomes $57,000 as compared with 
your figure, Mr. Mansure, of $71,000. That would be a saving of 
$14,000. 

The report states that in general this building is overstaffed. 

Now we have the United States courthouse in Chicago. They 
state: 

Despite the conclusively lower salaries paid to the building staff, about 72 
percent— 
and so forth. You will note, please, that they are paying less in 
Chicago than the current scale, because that is not usual. 

Mr. Mansvre. That is about the only exception. 

Mr. Puruutps. I think it is about the same in New York, but in 
Chicago it is lower: 

In many places in the United States the amount paid for exactly the same— 
and so forth. 
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AMERICA FORE BUILDING 


Let us take the America Fore Building. The Building Managers 
Association estimates 79,000 hours per year for cleaning as compared 
to 74,000 hours provided by the Government. The report states 
that a thorough investigation of steam utilization would be in order. 
There seems to be excessive watchman service. 


FEDERAL OFFICE BUILDING NO. 1 


Why would there be a high security factor, Mr. Mansure, in 
Federal Office Building No. 1 coe in Washington? 

Mr. Mansure. That building is occupied by the Federal Bureau 
of Investigation. The justification for the additional watchman 
service is in many cases due to the fact that the Government is self- 
insured. Therefore, there has to be more caution taken for the fire 
hazard. I question that a little bit because private industry, whether 
it be in buildings for manufacturing or commercial enterprises, even 
though they carry very large insurance policies, cannot take the risk 
of a fire loss because it puts them out of business. 

Mr. Puitups. That is correct, but actually there is no reduction 
made in any insurance because of the number of guards or watchmen. 
That does not affect insurance premiums. That is a matter of safety. 

Mr. Mansvure. The Federal Government contends they need a 
greater fire protection because they are self-insured. That is the 
argument that is used. 

r. Putturps. We will make a note of that. Let us take Federal 
office building No. 1. The building managers observed an easygoing 


atmosphere prevails which would not be tolerated in a well-run office 
building. They found quite a few of your cleaners sleeping peace- 
fully, probably getting up strength to go home; am I right? 


COMMERCE BUILDING 


The next is the Commerce Building. There is a statement con- 
cerning the figures by PBS and the building superintendent. It is 
stated that it is a very slipshod and inefficient method of cleaning and 
would not be used in commercially operated office buildings. 

Mr. Reynolds, I want to speak to you about the elevators. The 
Government has its own elevator mechanics. What other profes- 
sional people do you have in that category? 

Mr. Reynoups. It depends on where it is, Mr. Chairman. In 
Washington where we have a large elevator installation we do a lot 
of our own elevator maintenance and inspection. Outside of the 
atria of Columbia a lot of the work is done by contract with outside 

s. 

Mr. Putuurrs. You are using the word “inspection” and all of these 
men in this Building Managers Association use the word “mechanics.” 
Are they the same? 

Mr. Reynotps. Yes. 

Mr. Puituips. I would gather from this that you were keeping a 
complete corps of elevator repairmen, of electricians and mechanics 
who in industry would all be hired either to cover a number of build- 
ings or would be retained on contract by the building owner. 
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Mr. Reynoups. Where their operations are large enough, private 
industry will do the same thing that we do here in Washington. Out- 
side, we do the same as they do. 


GENERAL ACCOUNTING OFFICE 


Mr. Puiuuies. We come to the General Accounting Office. The 
report states that they think too much emphasis is placed on cleaning 
the restrooms. It again speaks of what they think is an excessive 
number of watchmen. The investigators state that they think the 
number could be materially reduced, that supervision is bad in the 
building but there are more supervisors than you would find in a 
commercial building. 

In the General Services Administration Building, your own building, 
they state that they think security is overemphasized with red stickers 
on the door. This is the point we were talking about, Mr. Mansure. 


THE PENTAGON 


Now we come to the Pentagon. They speak about the poor wax. 
Why do you buy such cheap material for cleaning, Mr. Reynolds, that 
it is unsatisfactory to the cleaning forces? 

Mr. Reynoups. Generally, our wax has been quite good. The ma- 
terial that we use is bought through the Federal Supply Service. We 
do not purchase it. 

Mr. Puiturps. The Federal Supply Service; isn’t that your supply 
service? 

Mr. Mansure. Yes. 

Mr. Puiturrs. Then I will reserve my question, and ask them why 
such poor materials are used that they are not satisfactory for us in 
cleaning the buildings. 

Mr. RLAneenn: I am wondering if the Federal Supply Service has 
had a complaint about the quality. This report was out when? 

Mr. Puiiirps. Whatever the date of your report is. 

Mr. Mansvre. It was up to the Public Buildings Service to make 
the complaint. 

Mr. Puruurpes. Mr. Reynolds testified he read this report. Did you 
speak to the Federal Supply Service about the poor quality which 
several of these investigators mentioned? 

Mr. Reynotps. I did not. 

Mr. Puiuuips. They criticize the lighting in the Pentagon. It seems 
to me that such stores as Woodward & Lothrop should not have free 
service. 

Mr. Mansvre. I might correct that. There is a misunderstanding 
as to the operation of the Pentagon. My understanding is that we 
have nothing to do with commercial leases in the building. There is a 
committee over there, Mr. Chairman 

Mr. Puittips. Do you not make the leases? 

Mr. Mansure. No. They handle all of that. All we do is provide 
the space. Congressman Broyhill is investigating that now. 

Mr. Puituips. We will not duplicate his work. 

Mr. Mansure. As a matter of fact, we find that some people have 
free rents there. 
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Mr. Puiuuiips. I was going to say there is cheap rent there. Wood- 
ward & Lothrop is Paying $1.63 per square foot for that space, including 
air conditioning and light. 

Mr. Mansure. They will not even let us question them on the 
income. 

Mr. Purtuips. Perhaps we should question the Pentagon. 

Mr. Mansure. I think so. 

Mr. Puituips. The record also shows that these leases have been 
renewed. There have been opportunities since the early days of the 
Pentagon to have corrected these difficulties. 

Mr. Mansvure. Yes. All we do is the actual paperwork on it. 
We can give you a very quick report on it, if you would like to have a 
report on how it is handled. 

r. Puitirps. Perhaps it would be a good idea to give us a mem- 
orandum of how many leases there are over there and the amount 
that each of these people pay per square foot. 

(The information follows:) 


Pentagon Building concessions 


Concession Payment to GSA 


Cafeterias and feeding facilities. 
Brentano’s Book Store 


Shoe shine and repair 
Jewelry shop 

Flower shop 

Laundry and dry cleaning 
Uniform store 

Pastry sho 

G.B.M 


14 percent of gross saies. 
$1.63 per square foot. 


- 


ng 
First and Merchants National Bank 
Western Union 
Airline and railroad ticket office 
Bus ticket and information stand... 
Utility collections office 


Nore.—Information as to the amount of income received by the Department of Defense Concessions 
Committee under the terms of their contracts with concessionaires is not made available to GSA. GSA 
receives its payments from the Department of Defense Concessions Committee. 


Mr. Puiuurps. There is a very interesting and rather lengthy tech- 
nical comment about an elaborate setup for an electronic control on 
the roof, known as compensators. What do you know about that? 
- sei Mansvre. That is the first I have heard of it, when I read it on 

riday. 

Mr. Puruuips. It states that the inside walls have a black material 
which retains the heat that they receive from the sun. This is 
supposed to control the air conditioning. Perhaps it adds to the 
steam costs. 

The GSA figures in the category of freight elevators and escalators 
carry a higher supply cost than $712 a year, which is evidently the 
figure you gave them. It is difficult to estimate the maintenance. 
The report speaks of the fact that a good job is expected only once 
every 3 days, and other factors enter which make it difficult to check 
for a good job. 
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GSA Circular 12 states that the tenants are to receive normal 
services. Mr. Reynolds, do you specify what you want? 
Mr. Reyno.tps. To the extent that we can, we do; yes, sir. 


INTERNAL REVENUE BUILDING 


Mr. Puiiuirs. We have the Internal Revenue Building. They 
speak of the fact that a number of workers are absent at all times, 
about the elevator mechanics, and that the painting cost seems out of 
line. The report shows, Mr. Reynolds, that the Internal Revenue 
Building has 8 painters, with a $40,300 labor cost or $5,000 per painter. 
The report of this investigator says the condition of the building did 


not indicate any extensive painting program. Do you ever check 
these things? 

Mr. Reyno.tps. They are continually checked, of course. 

Mr. Puruures. You approved that item, then, of $40,000 for paint- 


ing? 

ih. Reynotps. I did not approve it personally, of course, but I do 
not question the statement that $40,000 was spent. 
ae Puituirs, It states that the painting program was not notice- 
able. 

Mr Reynotps. I would not agree with that statement because 
probably some of the $40,000 may have been spent on the buildings 
adjacent to it. 

Mr. Puruuirs. And charged to this building? You mean, spent on 
another building and charged to this building? 

Mr. Reynotps. Not necessarily. 

Mr. Mansur. Is it a group operation? 

Mr. Reyno.ps. It is a group operation. 

Mr. Puiurrs. According to this report this is a charge against the 
Internal Revenue Building; is that incorrect? 

Mr. Tuomas. Let us keep this straight. You are getting out of 
cleaning now. 

Mr. Puruuips. It is a part, Mr. Thomas. 

Mr. Tuomas. It comes under another appropriation head. 

Mr. Puiuurrs. No; I do not think it is. 

Mr. Tuomas. They are two separate and distinct appropriations. 
You have a $10 million appropriation for minor maintenance and 
repairs on the buildings. So let us keep our thinking separate. 
None of that is done by contract. That is all done by civil-service 
employees. 

Mr. Puiturps. The report shows 4 top supervisors and 3 grade 4 
supervisors, in addition to the supervisors under the General Services 
Administration. On the surface, this seems to be too much super- 
vision. 

“Temporary buildings.’’ There is no special comment except on 
the high pay rates. Are these all in the same city? 

Mr. Mansure. These last are all in Washington. 


AGRICULTURE SOUTH BUILDING 


Mr. Puruutps. In the Agriculture South Building, which is the one 
that, Mr. Reynolds asked the quotation on, it states that the standard 
of cleaning is far below that of commercial office buildings in Wash- 
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ington or other cities. It speaks of the high rate of pay. It states 
that the lighting of the Agriculture South Building—which is another 
matter we will take up this afternoon because you ask for more money, 
which I think the committee would look favorably upon—is in the 
era of gas lights. They state that the lighting conditions are bad. 

The report would indicate that somebody else besides the chairman 
of this committee does not think that picking out South Agriculture 
was done without a deliberate attempt to set up a hard building. 

It states that in the opinion of the ones who made the survey security 
is very much exaggerated. They state that the rate of pay is very 


high. 

‘Now we come to New York. They speak of the Washington 
Street Building and the elevator mechanic situation. They state 
that the steam consumption is excessive. Then we come to the floor 
space, which I will refer to you, Mr. Mansure, and suggest that you 
read this and not just the résumé, which seems to be somewhat imagi- 
native. 

UNITED STATES COURT HOUSE, NEW YORK CITY 


They also speak of the United States Court House in New York. 
It would seem that contract cleaning would do a better job there. 
One weakness seems to be that the superintendent in charge of the 
building does not have complete control or full knowledge of what the 
expenses are. That is a peculiar statement, Mr. Reynolds. 

We come to the United States Customhouse. Again, the matter 
of protection is spoken of, and the number of employees. I also 
learned that the starting pay for porters is $1.16 an hour, and goes up 
to $1.36. This compares with the rate of $1.50 an hour. That is 
lower than the standard scale. The rate for charwomen is lower in 
New York than in other places. 

In the next building shown, the population of the building has been 
decreased but a full crew is euitied Again, protection is mentioned, 
and the number of employees. 

My object is to offset this nice little complimentary résumé which 
you put out, Mr. Reynolds, which in my opinion does not reflect too 
accurately the comments of the investigators. I talked to several of 
the investigators and they were very much surpised to find that all 
of the items of administration had not been included in the figures 
given them, and felt that their figures had therefore been misin- 
terpreted. 


CLEANING OF BUILDINGS—-NUMBER OF EMPLOYEES 


Mr. Tuomas. I would like Mr. Reynolds and his group, if they can, 
during the lunch hour, to come up with some approximate figures 
as to the number of people you have engaged in cleaning and what 

rtion of them are under civil service and what portion of them are 

lue-collar workers; then in your small program in the District of 
Columbia and outside for your maintenance, as to the number of 
people in the District and outside and the number that is under civil 
service and the number that is not under civil service, and whether or 
not that includes your guard force and your mechanical force, and 
some information as to your total guard dante; and your accountable 
force. I presume they are all under civil service. 

Mr. Puitures. And when they were put under civil service, Mr. 
Thomas, is that right? 


‘ 
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Mr. Tuomas. Whether they are under civil service by operational 
law, or how they acquired their civil service status? 
(There was discussion off the record.) 


CLEANING BUILDINGS IN CHICAGO 


Mr. Yates. The survey that has been handed me, Mr. Chairman, 
shows that there were three buildings that were surveyed by investi- 
gators in the city of Chicago. These are the America Fore Building, 
the Court House, and the Customs House. I asked the Administrator 
whether there is any building in the city of Chicago under GSA 
supervision upon which bids have been taken of private contractors 
for cleaning. Mr. Mansure in our off-the-record discussion indicated 
that the building at 226 West Jackson Boulevard was such a building, 
and that comparisons were now being made by the Administrator 
with respect to the costs as figured by the GSA and by the private 
contractor, whose name is the Central Watch Service. 

As of the present time, have you come to any conclusion with respect 
to that comparison? 

Mr. Mansure. No; we have not. They have expressed a desire to 
bid again. 

Mr. Yates. You said that you referred to the Central Watch 
Service? 

Mr. Mansure. Yes. What we were going to do—they were the low 
bidder—was to try to negotiate a contract with them to try this out, 
but we have not progressed further than just conversation. But they 
did come to Washington to see us on the matter. 

Mr. Putuures. I did not hear all of Mr. Mansure’s statement, but 
what I wanted to get was for you to repeat the statement that you 
made a moment ago, that it was under discussion, that you had not 
come to a final conclusion, and then you said, as I recall the exact 
words, ‘‘Frankly, I do not believe those items are included.” 

Mr. Yates. I think Mr. Mansure’s reply was with respect to the 
question that I asked him, as to whether the costs in the GSA survey 
of cleaning the 226 West Jackson Boulevard building included, or 
failed to include, the so-called overhead cost to which Mr. Phillips had 
referred earlier in this hearing. 

Mr. Puiturres. And Mr. Mansure in his off-the-record comment 
said he did not believe they did. 

Mr. Yares. Is that true, Mr. Mansure? 

Mr. Mansvre. From the information we have I cannot relate any- 
thing beyond our actual out-of-pocket cost. So I do not know where 
our overhead costs are in those figures. 

Mr. Yates. Have you completed your investigations yet? 
Mr. Mansure. No. 


COMPARISON OF COST BASES 


Mr. Reyno.ps. The actual situation is this, as I understand it: 
These are the instructions to BOMA, that they make a comparison 
with our cost based upon the same criteria. They worked on man- 
hours and other factors. Manhours is what I was particularly inter- 
ested in. Now, if we add 18 percent, although our figures are slightly 
less than that, to our figures, we have to add a figure to their cost 
because they did not add it either. 
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Mr. Yates. Obviously, it is to the interest of this committee 
to get costs that are comparable. I would think it would be a rela- 
tively simple matter to get standards of costs that are applicable both 
to GSA and those that are applicable to a private operation, to 
have some accounting firm do that, and if not an accounting firm, 
the General Accounting Office. 

Mr. Reyno.ips. We would be glad to have an accounting firm do 
it, and we would be glad to have you call the National Association 
of Building Owners and Managers before you. We used 4,426,000 
man-hours, and they stated that it would require 7,268,013 to do an 
adequate job. Those are the people you have to pay for. Our 
difficulty is that in certain areas, and it brings up a very vital question 
that I think should be discussed with this committee, our wage is 
twice as much. 

Mr. Purturps. Three times as much in some instances. 

Mr. Reyno.ps. Yes. 

Mr. Puiurps. I think we had better adjourn, but I will bring 
the question up again. Mr. Reynolds just made a forthright state- 
ment, that the building managers had not included comparable 
figures in their costs. 

Mr. Reynoups. That is my understanding. 

Mr. Puruuires. You are wrong, I am sorry to say, Mr. Reynolds. 
You are the one who did not include it; they did include it. It shows 
all through their report and can be confirmed. 

Mr. Yares. Does their report show the costs that were included 
in their computation? 

Mr. Puiturps. The answer is yes, but you will have to read the 
report. It is a very general report of considerable value. I am 
completely in accord with anybody’s suggestion that we somehow 
try to get accurate and comparable figures. We tried to do that a 
vear ago. Mr. Reynolds has not done it in the pea Magy year. 
The real thing will probably boil down to what I think Mr. Mansure 
has in mind, in view of what he said in his preliminary statement, and 
that is that this becomes an academic argument until somebody makes 
a bid, takes a contract; until we pick out a couple of buildings and 
say, “These are pilot operations. See what you can do.” en, if 
contract cleaning cannot do it, we know it. But up to the present 
time all indications are that cleaning by private contractors can be 
done infinitely better at no more cost, or at less cost than we are 
presently appropriating money for. 

e will come back at a quarter of two. 

Mr. Mansvure. There is no problem in finding out the cost. We 
can do that and have it reviewed by GAO. That is very simple. 

Mr. Yates. The part that is not clear to me is the apparent dis- 
crepancy in the cost between what the chairman has indicated to be 
= ~ the Building Managers Association and those which Mr. 

eynolds 

r. Mansure. It has not been done; it can be done. 

Mr. Puinirs. You must remember the figures that I am aneting 

ah developed by our task force which included a representative o 


Mr. Reynoups. We raised the very question that you raise, Mr. 
Chairman. The latest information we have and the documents we 
have indicate it is not included in their report. 
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Mr. Purturrs. The subcommittee will come to order, please. At 
the close of the morning session Mr. Thomas had asked for some 
figures. Have you those prepared? 

Mr. Meptey. We have some figures, Mr. Chairman. However, 
they are not precisely what Mr. Thomas asked for. 

Mr. Puruures. This includes the number of people on a basis 

Mr. Meptey. This is some extra material. 

Mr. Puruurrs. Take a look at this, Mr. Thomas, and see if that 
covers what you want. Mr. Medley, did you have a question that 
you wanted to ask the committee? 


INCLUSION OF OVERHEAD UNDER BUILDINGS MANAGEMENT FUND 


Mr. Meptuey. Yes, Mr. Chairman. The discussion this morning 
about the overhead items raised this question in my mind: As the 
committee knows, the buildings management fund under which the 
buildings are operated receives transfers from GSA appropriations 
as well as reimbursements from other agencies. We have transferred 
money to the buildings management fund, to cover only what you 
might term commercially, the direct costs. As a result, the end prod- 
uct that you received on the costs of the buildings does not include 
executive supervision and such indirect overhead as accounting, 
personnel, and so forth. 

If it is the desire of the committee to do so, and to me I think it 
would improve the accounting under the buildings management fund, 
we could make similar transfers to the fund from our operating appro- 

riations covering the supervisory overhead in the Segue offices, 
in the central office, as well as the accounting and other clerical items. 
This action would then give the committee the full total costs on all 


buildings. 

Me. Pariathe:. Will you break them down in that fund, then? 

Mr. Meptey. Yes, sir. 

Mr. Puruures. You would transfer them from the other fund in 
your accounting? 

Mr. Mepuey. We would transfer the cash from the other appro- 
priations to the buildings management fund in the same fashion that 
we transferred cash to cover cleaning and other direct items of cost. 

Mr. Puruurrs. It would be just an accounting matter, really? 

Mr. Meptey. That is correct. 

Mr. Puitiurrs. I think that is desirable, because I think, Mr. 
Mansure, it is clear to all of us that neither you por this committee 
has had a comparable figure to what the buildings ought to cost and - 
what they are costing. I do not want to belabor the matter any 
further. I think it ought to be clear to all of us that we have not had 
an actual cost figure either from your Public Buildings Service, or 
from any other source, on which they could base a decision as to what 
the costs were and how the cleaning should be done. 

I do suggest to you that it stands out that you can do efficient 
cleaning, or very considerably better cleaning, at no additional 
cost if only you do nothing more than follow the recommendations 
and comments of this survey which was made for your administration. 
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10-YEAR REHABILITATION PROGRAM 


Coming back to a letter here, your letter of February 12, which 
has to do with the 10-year rehabilitation program, we would be glad 
to have you, any time you want to, discuss that more in detail. 

Your item as to elevators says that conversion would cost $50,000 
per car. We converted 1 in the new office building last fyear for 
$30,000. In your own justification book you have put in money for 
next year for the repair and rehabilitation or modernization of elevators 
at a cost of $32,000. I just point that out as one of the items in this 
letter that you wrote me on February 12. It does not even correspond 
to the information that you have in your own department. 

Mr. Mansure. That was taken out of the summary survey that 
they recommended, the building people. I do not know where they 
took that figure from. I was just analyzing what they said in their 
report. 

CLEANING OF BUILDINGS 


OVERHEAD COSTS 


Mr. Puiturs. I gave you these charts before lunch. Did you 
have time to look them over? Do they represent to you a somewhat 
complicated but accurate way of attempting, on the basis of the in- 
formation we now have, of figuring the overhead costs? 

Mr. Meptey. Substantially, Mr. Chairman. Mr. Eddleman and 
I discussed it, and I would say there is only one possible point that 
is really not too clear, as to whether or not the so-called BOMA 
people included the minor amount of top executive overhead and office 
expenses in their figures. However, it does appear to be a substanti- 
7 attempt to obtain total costs including overhead. 

r. Potties. You understand that there is a top administrative 
cost not in here, which amounts, on an annual basis, to approximately 
$500,000. We left that out, with the thought that would be the cost 
of your supervision of contract cleaning. 

r. Meptey. I see. 

Mr. Puruuires. I do not want to put this all in the book. It is a 
rather complicated study, but it does represent a careful study, Mr. 
Mansure, of the cost of your buildings and an attempt to translate 
your reported cleaning costs into actual costs, which I hope will be of 
some assistance to you. 

I think your own suggestion in your preliminary remarks was that 
probably what should be done was to stop arguing about this year 
after year and get accurate figures, and then on a basis of accurate 
figures set up a couple of buildings which have not been picked out 
because they would be the hardest ones to clean, and try them out, 
either by contract or some other way so that we know where we are. 

I will run down very quickly some notes I have here that I worked 
on last night. 

I think we have covered them all. I find that the additional cost 
that should have been added to Government cleaning should have 
been 14 percent for Chicago and New York and 18 percent for Wash- 
ington, Mr. Reynolds. I think that is a possible maximum. In the 
Chicago area there should have been an additional 14% percent; New 
York, 14.1 percent, and in other places a larger amount. So we 
simply took a figure of 15 percent. 
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If any question arises as to what the building managers used as 
overhead items, I can only say we took their own booklet, Service 
Bulletin 34. You are familiar with that. It was taken for the uniform 
accounting system, and you know what was included as overhead. 
If you care to check that, you can do so. 


GOVERNMENT WAGES VERSUS COMMERCIAL WAGES 


I am interested, though, in this matter of the cost of the wages 
paid because Mr. Thomas asked you that this morning. I asked him 
to include in his question when these employees were put under civil 
service because I do not recall any objection on your part to putting 
all these people under a salary rate which in some cities was some 
three times the wage being paid in the area when it took place. Do 
you recall any protest on your part, Mr. Reynolds, or any statement 
to the committee on that subject? 

Mr. ReyNotps. No, I do not recall that we have. It has been a 
general question that has been considered by the Civil Service Com- 
mittee itself. 

As I understand it, legislation is now pending before that committee 
to establish wage boards. The people whom we are talking about here 
have been under civil service for a number of years. 

Mr. Puituirs. A great many or 3 years? It was my understand- 
ing that most of this group was put under in 1952. Am I wrong? 

Mr. Reynoups. I would like to check that with my staff, but I 
think they have been continually under. I am advised it goes back 
to the Classification Act of 1923. 

Mr. Puiuurrs. Somewhere I have a note that I do not seem to be 
able to find at the moment, that puts quite a few of those people 
under civil service in 1952. What was that? 

Mr. Reynotps, That was no doubt under Reorganization Plan 18 
of 1950, when certain post-office buildings were transferred to General 
Services. The employees were under the Postal Classification Act. 

Under the legislation their salaries would remain as they were, and 
ines would be no reduction in salary due to the transfer of those 

eople. 
. Mr. Tuomas. But that did not affect the civil-service status. 

Mr. Paruures. It did not affect that, but do you mean they had 
been receiving three times the going wage in the area for the same 
job before that? 

Mr. Reyno.ps. Generally speaking, the postal rate was slightly 
higher than the civil service rate. 

Mr. Tuomas. But those transferees remained at the custodial 
salary when some promise was made to them either directly or indi- 
rectly, that it would be in accordance with the Post Office Department 
rate. I have received over the course of the last 12 or 15 months, I 
cannot recall exactly, half a dozen letters protesting about it. 

Mr. Reynoups. The only way they could be reduced in pay, Mr. 
Thomas—— 

Mr. Pxiuuirs. You mean, because they were not getting enough? 

Mr. Tuomas. Yes. There was a little reduction in the transfer. 

Mr. Reynoups. The only way they could get a reduction would be 
a reclassification, a different job. 
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Mr. Tuomas. They specifically said there was no reduction in pay. 
If there was any reduction in pay, it was a reclassification of the ‘ob: 
is that right? 

Mr. Reynotps. Yes. 


WASTED SPACE IN BUILDINGS 


Mr. Puriurps. We have left more or less hanging in the air two 
comments of the building managers. One was the design—which 
interested this committee very much—of the buildings: A large amount 
of wasted space, wide corridors, elaborate lobbies, multi-storied 
rotundas, ornamental windows, excess amounts of bronze, all expen- 
sive to maintain. These buildings, according to the building man- 
agers cost 25 percent more to maintain. Is that also true of the 
buildings that the Government is now building? 

Mr. Reynotps. No, it is not. 

Mr. Pmittips. You have been in charge of this for a long time. 

Mr. Reynotps. All of the buildings ‘that they are referring ‘0, 
basically, are the Triangle group, and structures of that kind which 
were designed prior to my coming in. A typical building that would 
be designed today would be the General Accounting Office. 

Mr. Puitirps. We have about covered the ground, as [ say, 
without belaboring minor points. We have a general picture. I do 
have this specific note here, though, from the building managers 
recommendation, to ask how many of these services you contract 
out and, if not, why not: window washing, painting and decorating, 
electrical repairs, elevator maintenance, carpentry work, and plumb- 
ing. From what the building managers have told me, and told our 
task force, it would appear appreciable savings could be made if you 
could contract out that work. Why don’t you do it? 

Mr. Reynotps. Practically all of our work outside the District of 
Columbia on our repair and improvement appropriation is done by 
contract. In Washington, due to the volume of work we have main- 
tenance forces. We have found by taking competitive bids and then 
doing the work with our own forces that generally there is a material 
saving on small contracts. That does not apply to large contracts. 


GOVERNMENT WAGES VERSUS COMMERCIAL WAGES 


Mr. Purwurrs. I have here, Mr. Thomas, the differences in wages 
being paid, and I would like to know why, because if this was not a 
transfer of Civil Service 2 or 3 years ago then I am very much confused 
about it. In several cities both the task force and the building man- 
agers, and I am now quoting from the building managers report, 
found the wage scale for cleaning personnel was higher than the going 
wage for the same job in those cities. In Atlanta, Ga., you are 
83 percent higher; in Dallas, Tex., 157 percent higher than the 
going wage; in Denver, Colo., 26 percent higher; in Detroit, 14 per- 
cent higher; in Kansas City, 49 percent higher; in Los Angeles, 32 
percent higher, and in Washington, to which you refer, you are only 
33 percent higher. 

e only cities, as we said this morning, in which the Government 
scale for this work was lower were Chicago, where it was 9 percent 
lower and New York where it was 5 percent lower. 
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I question, as the task force did, whether you are thinking about 
the efficiency when you pay that much higher wage, and I will add 
to that that 1 wonder if you were paying a normal wate rate you 
couldn’t have cleaned the buildings thoroughly instead of having 
them in such filthy condition. 

Mr. Reynotps. Our reports on New York show that in one build- 
ing, for some reason or another the investigator showed our rate at 
$1.49 and the commercial rate at $1.61. In most of the cases they 
were about the same. 

The question that you raise, Mr. Chairman, is more fundamental 
than appears on the surface, I think. Congress has established 
certain rates of pay for certain classes of work. It was for that 
reason that I in the morning session raised the fundamental question 
as to this wage rate business. It is a very important consideration 
in our entire operation. 

Mr. Puiuures. Well, the whole thing adds up to the necessity, I 
think, Mr. Mansure, of a very careful study on your part and a very 
much more competent and less wasteful supervision in the Public 
Buildings Service. 

As I said this morning, the building managers estimate comes out 
that on certain buildings they can do a better job at about 40 percent 
less than Mr. Reynolds is doing it. 


EXAMPLE OF CLEANING WINDOWS 


Let me give you an illustration. This is in an office in the GSA 
building used by the task force. It is not Mr. Eddleman’s office, 
so do not look over to him. How long should it take to clean 5 
windows each about the size of half of the 2 windows in this room? 
Fou oe should it take your men to clean those 2 big windows over 
there 

Mr. Reynotps. What would you say, Mr. Schmidt? 

Mr. Scumipr. I think the ordinary number is between 50 or 60 
in a day. These are somewhat larger. That would reduce the 
number. 

Mr. Puiuies. It would interest you to know it took 6 men 2 days. 
Two of those men did nothing but carry crowbars around and open 
the windows. 

Mr. Yates. To clean how many windows? 

Mr. Puutuirs. Six, each about half the size of that. 

Mr. Yates. Six men 2 days to clean 6 windows? 

Mr. Puiiurres. Two of the 6 men carried crowbars around. Their 
job was to open the windows with crowbars and wait until another 
window was to be opened. That is one of the thi that makes the 
committee wonder what is going on down in your Soon in the way of 
buildings management. 

Mr. Reynoutps. Is that the office used by General Accounting 
Office people? 

Mr. Puiurrs. Yes; right in your own building. 

Mr. Reyno.ps. I tha be happy to look into that. 

Mr. Puiuuirs. If you omit the crowbar boys you still have four 
men 


Mr. Mansure. You still have two more men that are doing nothing. 
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BUILDINGS MANAGEMENT EMPLOYEES 


Mr. Putturs. Mr. Thomas, did you get the answers you wanted 
there. Let us put them in the record. 

Mr. Tuomas. I would clarify that table a little. 

Mr. Putuurps. Do you want these extended? Do you want them 
broken down further? 

Mr. Tromas. I would spell out the terminology of each classifica- 
tion and see what it means. 

Mr. Patties. He wants you to say just exactly what it means by 
each of those operations. 

Mr. Tuomas. Does that include the District of Columbia? You 
have one classification for maintenance and operation. The District 
of Columbia is included in your first three big subheads with the excep- 
tion of that one, which is maintenance and operation. You have 
cleaners and guards in the District of Columbia included in those 
regular subheads? 

Mr. Mreptey. Yes; the entire country is included in all of these 
subheads except item 5, Mr. Thomas. You will recall that our repair 
and improvement appropriation is just for buildings outside of the 
District. The minor repairs and the major repairs in the District are 
financed under ‘Operating expenses, Public Buildings Service.” 

Mr. Tuomas. What are the dollar costs there for those 3 years? Do 
you have that available? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. Can you read them out loud, what the three figures 
are? What is the total approximately for the 19,000 or 20,000 em- 
ployees for 1954 and 1955 maintenance operation, cleaning and 
guards? I think those are the three main heads. Do you have an 
approximate figure? and then you can straighten it out tonight or 
tomorrow. 

Mr. Puruuips. I think IT can probably give you in greater detail 
what you want. Here is a breakdown of the buildings in Washington, 
D. C., with their employees engaged in cleaning on full-time and part- 
time assignment, giving the area, the area cleaned, how much of that is 
toilets, the stairs, and the number of laborers in each one. Let us 
take Agriculture South, which we have been talking about. They 
have 21 employees, 3 of whom were on leave, 1 supervisor, who was on 
leave, 67 night laborers on the job, in addition to 12 on leave, and 5 
supervisors, all of whom were on that job. It breaks it down then in 
part-time assignment. If you will look at it, I think you will see that 
is more nearly what you want. We will be glad to put it in the record. 
Mr. Reporter, will you put that in the record, plus the statement that 
Mr. Medley gave you a moment ago, and then if you will put in this 
table which I referred to a moment ago but did not give you. I will 
put this statement in as a heading to it. 


POSSIBLE SAVINGS INDICATED BY BOMA REPORT 


I now hand you, Mr. Reporter, a list of some 18, I think it is, 
buildings in Atlanta, Chicago, Dallas, Denver, Detroit, Kansas City, 
Los Angeles, New York City, and Washington, showing the adjusted 
costs of cleaning by putting in the actual overhead figures and com- 

aring that with the estimates of cleaning taken from the report of the 
building managers which shows the savings in every case, with the 
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exception of 2, which are exactly the same. Even if we were to take 
Mr. Reynold’s statement that the building managers had not included 
the overhead cost, which I respectfully suggest ‘he will find when he 
reads the report that they have included, you will find that they still 
are under the Government estimates. That proves nothing. 

(The material referred to is as follows:) 


Buitpinas MANAGEMENT ACTIVITY 


Buildings management—Analysis of average employment by subactivity (direct 
appropriation and reimbursable from other agencies) 


1953 


A. Direct appropriation, operating expenses, PBS: 
(1) Operation and maintenance of Government- 
owned space: 
(a) Ope ration and maintenance 
(6) Cleaning _. 
(2) Rental, operation, maintenance and ‘repair of 
leased space (net area) : 
(3) Space previously managed ona basis of reimburse- 
ment from other agencies. 

Protection of buildings and prope rty. 

Repair and improvement of Government-owned 
buildings in District of Columbia and adjacent 
area: 

(a) Repairs. 

(6) Renovation and improvement 
(6) Utility services to buildings operated by others in 

District of Columbia 

(7) Moving and space adjustments 
(8) Furniture and furnishings 
(9) Operation of communications facilities ___- 
(10) Extra services... 
(11) Civil defense protection _. 


Subtotal 


Total employment 


Buildings-management employment in metropolitan Washington, D. C., region 8, 
CSA, Jan, 21, 1954 


Number 
of 


Unit employees 
Buildings management overhead 65 
General expense 321 
Cleaning (day) 826 
Cleaning (night)_......___- 101 
Elevator operators 559 
Elevator mechanics 101 
Operating engineers 585 
Electricians 420 
Carpenters 
Painters 


Guards (security) 

Guards (other) 

Central services 

Moving. . 

Communications (telephone) 

Communications (teletype) 


Totals 


- Each classification includes all employees who work in the unit such as carpenters; includes super- 
ne: helpers, and laborers assigned to the sho 
2. The employment figures are gross and include both direct appropriation and reimbursable employees. 


| = 1954 | 1955 

4, 124 4, 124 4, 118 
5, 564 5, B53 5, 544 
2, 765 2, 671 2, 606 
191 
2, 326 2, 108 2, 022 
698 698 698 
30 30 30 
265 250 250 

— 

197 
12 12 12 
16, 784 16, 822 16, 274 
20, 640 | 25 | 19, 919 
Plumbers 224 
736 
1, 063 
265 
116 
356 
129 
33 
NOTES 
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Saving due | Saving due 
estimated to wage to increased 
saving differential efficiency 


Atlanta: 
$28, 617 $14, 821 $13, 796 
on 20, 581 2, 304 18, 277 


Post office and courthouse 42, 338 37, 810 4, 528 


Denver: New customs house.__-__- a. 27, 487 17, 685 9, 802 
Detroit: 310 East Jefferson Ave 19, 563 5, 791 13, 772 
Kansas City: 

Los Angeles: Post office and courthouse___..._.......-..--...- 99, 196 60, 936 38, 260 
New York City: 

Washington: 

Rian 304 57, 570 7, 734 


FUTURE PROGRESS IN CLEANING BUILDINGS 


Mr. Puiuuips. As we pointed out this morning, whether the wrong 
figures were given to Mr. Mansure deliberately or were given in error 
or ignorance I do not think is important. I think the important 
point is that this committee would like to have something done about 
this to get clean buildings in less than another year. 

Mr. Mansure, I think we will ask you to come back before the year 
is up so we can see how we are getting along. 

Mr. Mansure. We will keep you advised monthly how we are 
getting along. 

Mr. Puiuures. Incidentally, before I mop up the thing, coming 
back to Mr. Schwartz to whom you referred, that if he is to be of 
any help to you and to us, he must be assured of the cooperation of 
the New York office. 

Mr. Puiturpes. Coming back to page 21, I think, unless you correct 
me, Mr. Mansure, we have in the other discussions covered pretty 
well the information on these pages with the questions raised by me 
as to the stabilization of the defense program, that you seemed a 
— more sure about that I am. Mr. Medley is going to put in 
a letter. 

Mr. Mansure. We are basing our opinion on what information 
we have been given by the Department of Defense. 


COST OF TRAVEL 


Mr. Puiturrs. We now come to page 25. I notice, Mr. Medley, 
that you take your travel costs sometimes at $22 and sometimes at 
$20. What have you against Mr. Grover that he only gets $20 and 
everybody else gets $22? 

Mr. Meptey. Mr. Chairman, we tried to establish a uniform rate 
to use in our budget estimates for the entire agency. After con- 
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siderable study we finally decided that the best factor that could be 
used would be the experience factor on each budget activity. 

After all, they all travel under the same regulations and get the 
same per diem. The differential is brought about by the transpor- 
tation costs, whether it is long trips or short trips. 

Mr. Puiuuirs. Isn’t this a little higher, than the general govern- 
mental average of $22, when you take both long and short into con- 
sideration? A trip that keeps your employee away several days 
obviously is going to cost less per day than one that takes him to 
Chicago and back in the same day. 

Don’t you think that actually considering the use of the long- 
distance telephone, and so forth, that you have a fairly high estimate 
for travel, which is not much of an item in itself, but we will take any 
small contributions in savings for next year. 

Mr. Men ey. Sir, I do not know if I made myself clear. This is 
predicated on the experience that we have had in this activity, and 
each of our travel estimates is predicated on the experience that we 
have had in each of the activities. So that in one activity you may 
have $20 and in another one you may have $22. We felt that was 
the soundest basis on which to submit it. 

Mr. Mansvre. It is the question of whether we should have this 
much travel. Is that the question involved? 

Mr. Puiturrs. I think it amounts to the same thing in the long run. 

Mr. Meptey. If I may also add, in our audit work where there is 
an extended length of time, where it is possible that they stay longer 
than 30 days, I think the average there is only $11.85 per day. 

Mr. Puitures. You do not show enough audit to justify the amount 
of travel. Are you going to do more audit work outside next year? 

Mr. Meptey. This is on contract audit. 

Mr. Puinurrs. When you audit a contract? 

Mr. Meptey. Yes, sir. 

Mr. Puituips. There is no way for you to settle that at the table 


Mr. Mansvre. I might say this for the committee, Mr. Chairman, 
that we have a new regulation on the travel business, that no trips 
can be made until they are approved by my office except the regular 
trips, like routine trips such as internal audit, or inspection, or where 
travel is a part of their regular duties. 

Any trip that is made now we try to combine. For example, if it 
is a trip to Chicago, we will try to melude Cleveland in on that trip, 
or some other place in between. In other words, they cannot go to 
the coast and then come back again. It has to be a complete trip or 
no trip at all. We are watching that very carefully in all departments 
in GSA. 

Reat-Estate Uriiization 


Mr. Puruuies. We are up to page 33. Put in pages 32 through 40, 
exclusive of the picture. I am not quite sure I understand your 
surveying system. 

(The matter referred to follows:) 
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OPERATING EXPENSEs, 


2. Real-estate utilization. 


Average employment 


PBS 


Depart- 
Amount ment Field Total 
$1, 757, 000 49.0 256.0 305 
1, 700, 000 47.4 240.6 288 
HIGHLIGHT 


“General purpose space is assigned and controlled and where necessary space 


is acquired by lease. 


Real property reported excess to the needs of Federal 


agencies is screened for further economical Federal use and if not usable is 
declared surplus. Future Federal building projects are investigated. Sites 
acquired for future construction of Federal buildings are utilized and leased 
pending construction, real property is appraised and real property management 
practices of Federal agencies are examined and improvements prescribed. In- 
creased space utilization analyses and surveys proposed in 1955 will cover 98 


million square feet. 
the cost.’”’ (From the budget for 1955.) 


Past experience indicates that these will save far more than 


Estimate for 1955 reflects consolidation with regular space servicing functions 


the leasing workload covering emergency space occupie 


by expanded activities 


of defense-related agencies previously financed under the appropriation ‘“‘ Emer- 


gency operating expenses.”’ 
Performance cost 


1953 1954 1955 

(a) Space acquisition and utilization.....................-...- $1, 512, 672 $1, 538, 000 $1, 481, 000 
488, 978 497, 000 483, 000 
ined 450, 000 460, 000 490, 000 
573, 694 581, 000 508, 000 
(6) Building programs and sites..................-..---..-.-.- 148, 000 148, 000 148, 000 
51, 884 52, 000 52, 000 

2) 96, 116 96, 000 
(@ External real property surveys..........-.--.-.---.--.-.-- 21, 105 21, 000 21, 000 
1, 740, 672 1, 757, 000 1, 700, 000 

JUSTIFICATION 

(a) Space acquisition and uttlization—Office and related space for meeting 


needs of Government agencies and the exercise of strong, centrally guided but 
locally operated control over the ap oy utilization, and acquisition of space 
are provided. The three programs of this function are interrelated although not 
expressible by a common work unit. The overall program for 1955 is somewhat 
below 1953 and 1954 levels. Adjustments to reflect reduction in leasing work and 
increase in utilization workload reflect effects of the aggressive program for re- 
ducing leased space financed under the Buldings Management activity. 


(1) Assignments 


1953 1954 1955 
ped 7, 037 7, 200 7, 000 
$69. 49 $69. 03 $69. 00 
488, 978 497, 000 483, 000 
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An assignment action includes the processes of determining requirements for 
space to be occupied by a Federal agency, granting lease clearances, and screening 
excess real property for further Federal use. Based on past experience, space in 
668 Government-owned buildings containing 78 million square feet and in 22 
million square feet of leased premises will be assigned or reassigned in 1955 as 
fluctuating needs of Federal agencies require. 

It is estimated that 280 Government-owned and leased properties will be re- 
ported as excess in 1954 and 1955, the same as reported in 1953. 


(2) Utilization 


Square feet covered by on-site surveys______- 3 as | 90, 000, 000 
Unit cost (per 1,000 square feet) | $5 | 


Performance $450,000 | $460,000} $490, 000 


Utilization surveys include analyses of space used as 1eported by Federal 
agencies and as disclosed by on-site inspection of agency occupied space, followed 
by recommendations for consolidations, realinements, lease cancellations and 
other space saving actions. 

Accomplishment of 1954 and 1955 objectives for reduction of leaseholds will 
require the highest possible utilization of space. The most important single 
process or technique to reach the objective is the periodic on-site space utiliza- 
tion survey or physical inspection of quarters oceupied by Federal agencies. To 
accomplish the space reduction objective, it is essential to promptly recapture 
and release space becoming excess because of (1) curtailment of agency operations, 
and (2) more intensive utilization of existing space in both Government-owned 
and retained leased buildings. Increased coverage is essential to the accomplish- 
ment of the space reduction objective. 

Potential total workload which can be profitably surveyed in a year approxi- 
mates 120 million square feet of space, including an average of 20 million square 
feet surveyed twice annually. During periods of ageney program curtailments, 
it is necessary to make repeat surveys to assure that space recapture is keeping 
pace with reduced occupancy. Available funds in 1954 will restrict surveys to 
poe million square feet. The 1955 estimate proposes coverage of 98 million square 
eet. 


(3) Leasing 


| | 

Number of leases in force: 
Soc 1, 734 | 1, 422 | 1, 180 
| 6, 030 | 6, 322 | 5, 680 

Performance cost: | 
408,721.00 | 450,000.00 | 400, 000. 00 
| 164, 973.00 131,000.00 | 108, 000. 00 
| 573,694.00 | 581,000.00 | 508, 000.00 


Leasing operations include advertising and negotiating for rental of commercial 
space; modifying, renewing, extending, and canceling leases; and handling restora- 
tion settlements. Leasing functions pertaining to most general-purpose space 
occupied by executive agencies are now centralized in GSA. 

Workload shown above inclt des both regular leases covering normal functions 
of Government and emergency leases covering expanded activities of Department 
of Defense and related defense agencies. 

The reduction of 742 leases in 1955 is based on the estimated number of leases 
that will be terminated under the 1954 overall program of leased space reductions. 

Savings to the Government.— Measurable andl demonstrable savings, as well as 
intangible benefits result from utilization surveys which cost approximately 
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one-half cent per square foot. The nationwide average office space occupancy 
in the major urban centers was reduced from 116 square feet per person in 1950 to 
104 on December 31, 1952. Based on prevailing average rental costs, tangible 
savings of $9 million were realized from July 1, 1950, through June 30, 1953, of 
which $2 million is applicable to fiscal 1953. Intangible savings include holding 
the line in the face of requests from agencies for additional space, improving the 
utilization factor and increased uniformity in leasing practices within the Gov- 
ernment. 

(b) Building programs and sites—This subactivity covers the programing of 
future Federal building construction and management of sites pending such con- 
struction. 

(1) Project investigations 


1953 | 1954 | 1955 


Performance cost (not susceptible to work unit) $51, 884 | $52, 000 | $52, 000 


Data with respect to cost and eligibility of Federal building projects for future 
construction are gathered, studied, determined and reported biannually to the 
Congress as required by section 409 of Public Law 105, approved June 16, 1949. 
The report to the 83d Congress, House Document No. 212, listed 5,356 eligible 
building projects with total estimated construction cost of $2,289,554,000. 

ontinuous work is required to maintain the data which is the basis for the required 
report. 

(2) Site management 


1953 1954 | 1955 


Site actions processed : 1,160 1,215 1, 270 
Unit cost... $82. 86 $79. 02 $75. 60 


Performance cost $96, 116 $96, 000 | $96, 000 


A “site action processed” includes in part the processes of obtaining the best 
possible Federal use for undeveloped properties acquired for future building con- 
struction or outleasing where there is no immediate Federal need for the properties. 

Of total actions, 575 pertain to site use for 1954 and 1955. Rents collected 
from outleasing undeveloped sites in 1953 exceed $500,000. In addition to this 
income, a saving has been effected by utilization of numerous undeveloped sites 
by various Federal agencies, thus avoiding rental payments for commercial 
properties. 

Actions involving granting of licenses and permits on developed and unde- 
veloped properties are estimated to increase from 640 in 1954 to 695 in 1955. 
This covers buildings and undeveloped properties, but consists mostly of post 
office buildings on which revocable licenses are issued and miscellaneous permits 
are granted. 

(c) Appraisals.—This program is appraising the values of properties under the 
jurisdiction of GSA or under consideration for acquisition or disposal by the 
Government through GSA. 


Performance cost (not susceptible to work unit): 


Appraisals are made on properties which include Federal building construction 
sites, office buildings, warehouse facilities, plants in the National Industrial 
Reserve, unimproved land, excess or surplus military posts, camps and stations, 
rights-of-way easements, ete. This program is expected to continue in 1955 at 
approximately the same level as 1953 and 1954 with slight reduction in perform- 
ance cost in 1954 and 1955 due to better utilization of personnel. 

(d) External surveys.—Onsite studies of real property management practices, 
procedures, and organization of other Federal agencies are made to develop and 
maintain a uniform, efficient governmentwide system for real property manage- 
ment. 
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Performance cost (not susceptible to work unit): 
1953 


The program for 1955 contemplates 16 external surveys, which is approximately 
the 1953 and 1954 level. These studies promote standard methods and practices 
in the acquisition and use of real property; the installation of effective procedures 
for internal control of space occupancy; uniform decentralization and delegation 
of authority by agencies in housing their activities; and standardization of lease 
instruments, advertisements, and specifications. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See condensed green sheet schedule) 


Personal services and staffing, $1,588,200.—Distribution of positions by sub- 
activity is as shown on the following page. 


(a) Space acquisition and utilization 
(0) Building programs and sites __. 
(c) Appraisal 

(d) External surveys 


Total average employment 


The decrease of 17 in average employment for 1955 in the space acquisition and 
utilization subactivity consists of 16 in the leasing function and 5 in the assignment 
function due to the programed reduction of leased space offset in part by an in- 
crease of 4 in the utilization function to accomplish the more intensive utilization 
of space necessary to the success of the space reduction program. 

Other objects.—$116,800, approximately 7 percent of the estimate, covers 
$55,000 for travel based on an average of 10 travel days each for 13 departmental 
employees at $22 per day, or $3,000, and 23.5 travel days each for an average of 
10 employees in each of the 10 regional offices, or $52,000 necessitated by the 
dispersal of locations in more than 2,500 cities or towns, which require onsite 
inspections; $12,000 is required for printing floor plans of buildings for use in space 
assignments and utilization surveys; $27,000 is for wire communications used to 
hold down travel costs. The remaining $22,800 provides for supplies and other 
expenses normal to the operations of the program. 


You say on page 33: 


Potential total workload which can be profitably surveyed in a year approxi- 
mates 120 million square feet of space, including an average of 20 million square 
feet surveyed twice annually. 

What do you mean by that? 

Mr. Reynotps. There has been quite a change in employment in 
the various agencies of Government. In order to keep up with it 
and get proper utilization, we must or should survey the space at least 
twice a year to obtain proper utilization. 

Mr. Puiturps. You mean, you are surveying 20 million square feet 
twice a year and 100 million square feet once a year? 

Mr. Reynotps. That is the potential profitable workload. The 
estimate on page 33, for 1955, would enable us to cover 98 million 
square feet. 

Mr. (reading): 

Potential workload which can be profitably surveyed in a year approximates 
120 million square feet of space. , 

Mr. Reynotps. That is right. We are not covering all the potential. 

Mr. Puituips. Including an average of 20 million square feet twice 
annually? 
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Mr. Reynoups. Of which 20 million square feet are surveyed twice 
annually. We concentrate on the larger centers of population and 
larger buildings. We find by spot surveys that if we could go into the 
smaller communities we could pick up space here and there, but the 
funds are not sufficient for that. 


NATIONAL INDUSTRIAL RESERVE 


Mr. Purturps. We will put in the record pages 39 and 40 at this 
point. 
(The justifications referred to are as follows:) 
OPERATING EXPENSES, PBS 
3. National industrial reserve 


Average employment 


Department Field Total 


$2, 593, 700 ; 466. 6 487.6 
—69, 200 . +24.5 +24.4 
2, 524, 500 . 491.1 512.0 


HIGHLIGHT 


“In cooperation with the defense agencies, a reserve of Government-owned 
industrial plants, machine tools, and industrial equipment is maintained. The 
estimate for 1955 provides for protection and maintenance on 19 plants as com- 
pared with 20 in 1954 and 7,019 tons of machine tools as compared with 6,219.” 
(From the Budget for 1955.) 

The special program for reactivation of 6 magnesium plants and 1 nickel plant 
was completed during 1953. 

Rentals and other receipts from leased facilities and macnine tools totaled 
Brien panes $2,815,000 in 1953. It is estimated that rentals and other receipts 
will total approximately $4 million annually in 1954 and 1955. 


Performance cost 1953 1954 


317, 760 


8 Protection and maintenance $1, one. 4 $2, 275, 940 


Machine tools and equipment 
Reactivation of industrial plants 76, 052 


Total cost or estimate 1, 940, 991 


JUSTIFICATION 


(ay Protection and maintenance.—This function entails (1) pertormance of 
standby maintenance, protection and safeguarding of plants, and (2) utilization of 
units in the reserve through leasing or other disposition, including administration 
of all leases and term sales. 


1953 1954 1955 


$211, 259, 000 | $255, 838,000 | $274, 182, 000 
0. 778 0. 889 0. 802 


$1, 643, 016 $2, 275, 940 $2, 199, 500 


The 1955 estimate provides for protection and maintenance of 19 + gecenry 
for 228 plant-months compared to 20 in 1954 for 207 plant-months. e work 
units for those properties not scheduled for a full year’s maintenance in 1954 


i 
4 
1955 t 
$2, 199, 500 
325, 000 
2, 593,700 | 2, 524, 500 
M 
Work unit (residual acquisition cost) - - 
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have been reduced proportionately. The increase in work units for 1955 reflects 
a ful) year for such facilities as are scheduled for only a portion of 1954. Negotia- 
tions are under way whereby certain special purpose installations included above 
would be transferred to the Department of Defense and certain general purpose 
installations would be transferred from Defense to GSA. No provision is made 
tor this contingency or for additional facilities which may require maintenance 
in 1955 because of unanticipated cancellation of lease agreements, termination 
of operating contracts, or return of plants presently on permit to other Government 
agencies during that year. 

The performance cost for 1955 has been calculated on an individual plant basis 
and is considered the minimum requirement for basic protection and maintenance 
services. The higher unit cost for 1954 provides for a limited amount of high- 
priority deferred maintenance postponed from 1951 and 1952 as a result of reduced 
appropriations in those years. In order to hold down expenditures to a minimum, 
no provision has been made for performing deferred maintenance work during 
1955. 

(b) Machine tools and equipment.—This function entails (1) the maintenance of 
a national reserve of machine tools and industrial equipment, including receiving, 
dismantling, processing, preserving, warehousing, and preparation for shipment, 
and (2) leasing of tools and equipment to contractors engaged in defense work. 


1953 1954 1955 


Work unit (average tonnage) ‘ 7, 018 6, 219 7,019 
Unit cost : $31. 62 $51. 09 $46. 30 


$221, 923 $317, 760 $325, 000 


The increase in work units for 1955 is based on the assumption that 1,500 tons 
of tools will be received into warehouses, whereas only 700 tons will be withdrawn. 
This increase in tonnage is attributed to (1) cutbacks in defense production, releas- 
ing for return to storage warehouses Government-owned tools currently being 
leased from the reserve, and (2) excess Government-owned tools selected by the 
Secretary of Defense for inculsion in the reserve. 

The reduced unit cost of $46.30 for 1955 results from the increased workload 
being handled without a corresponding increase in costs. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See condensed green sheet schedule) 


Personal services and staffing.—$1,998,000 provides average employment dis- 
tributed as follows: 


Protection and maintenance 
Machine tools and equipment. 
Reactivation of industrial plants 


Total average employment 


Approximately 96 percent of the personnel engaged in this activity during 1955 
will be field employees, all but 8 being located at industrial plants and equipment 
warehouses. 

Average employment for protection and maintenance of 458 in 1955 compared 
to 432.1 in 19514 is an increase of 6 percent compared to increased performance of 
7.2 percent. Average employment for machine tools and equipment of 54 in 1955 
compared to 55.5 in 1954 is a decrease of 3 percent compared to an increase in work 
units of 12.86 percent. 

_ Travel.—$12,000 is required for engineering surveys, investigations, periodic 
inspections, and engineering supervision of work at plants and warehouses. The 
estimate is based on 150 travel days by departmental employees and 264 travel 


Performance 
1953 | 1954 1955 
| 
Depart-| Depart-| 1, Depart- 
ment | Field | seat Field meant Field 
| 10.2 312.4 16 416.1 15.9 442.1 
| 3.0) 422 5| 50 49.0 
2.0 1.0 
15.2) 355.6 | | 466.6 | 20.9 | 491.2 
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days by field employees at an average cost of $29 per dav. Actual cost of travel 
has averaged $29 per day due to the short duration of trips and the distance of 
most of the properties from Washington and regional offices. 

Other. —$514,500 includes $17,180 for normal program supervision and $497,320 
for project expenses. The large amounts shown in “05 Rents and utilities,” 
“08 Supplies and materials,’’ and “07 Other contractual services’”’ are for land 
rents and utilities for certain plants, operating supplies, materials, fuel, spare 
parts, ete., required for the maintenance of plants and processing of equipment 
and for contract maintenance of industrial plants and tools. 

Mr. Yates. How many plants are in the National Industrial 
Reserve? How many are covered by that? 

Mr. Mepuey. That is an item which the Administrator referred to 
this morning—— 
whe’ Yates. I want to know how many plants are included in this 

Mr. Meptey. There are 20 in 1954. The budget estimate con- 
templated 19 in 1955. However, we are transferring 13 to Defense by 
June 30, 1954, which will leave a net of 6 for 1955. 

Mr. Puiturps. Continue the explanation as to what you will do 
with the 6 plants left over. 

Mr. Pinxuiey. There are 6, and 1 or 2 that will be coming to us in 
the next 2 or 3 months due to lease cancellations. 

Mr. Yates. May we know what they are and where, while you are 
explaining? 

t. Yates. May we have the names of the six? 

Mr. Puiurrs. Let them be read off. 

Mr. Pinxiey. The Amco Magnesium Plant, Wingdale, N. Y.; the 
Benjamin Franklin Graphite Plant, Chester Springs, Pa.; the Dia- 
mond Magnesium Plant, Painesville, Ohio; Electro-Metallurgical 
Plant, Spokane, Wash.; Gary Armor Plate Plant, Gary, Ind.; and 
Permanente Metals Plant, Manteca, Calif. 

Mr. Puiturps. What is the Defense Department going to do with 
these 13 plants that you turn back to them? 

Mr. Pinkxuey. They will do exactly what we have been doing, 
maintain them in idle standby. 

Mr. Puiturps. I do not understand the system. Why can they 
a them any better than you can maintain them if they are 
idle? 

RECOMMENDATIONS OF MUNITIONS BOARD 


Mr. Pinxiey. The old Munitions Board in their fifth annual re- 
port to Congress had their National Industrial Reserve Committee 
make two recommendations. This committee was comprised of the 
heads of various industries. 

One recommendation was that the plants which are primarily de- 
signed to produce strictly war materials, that is ammunitions, ship- 
yards, explosives, and so forth, be transferred back to the Depart- 
ment of Defense so that they could reactivate them more promptly 
in case of emergency and exercise closer control. 

The second recommendation was that those industrial facilities 
that were in the departmental reserve which produce raw materials 
such as magnesium, nickel, semifabricated products, castings, and 
forgings be transferred to GSA. 

These 13 plants are handled pursuant to the first of those recom- 
mendations under Public Law 883. The Secretary of Defense has 
the authority to require those transfers if he sees fit. 
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Mr. Putuures, I still do not quite understand. Perhaps that is 
what you were going to ask, Mr. Yates, why they are transferred back. 
That is reasonable, if they are necessary; but why can the Defense 
Department operate them in a standby capacity any better or cheaper 
than you can? 

Mr. Pinxuiey. Mr. Chairman, I do not believe they can. 

Mr. Tuomas. Who made the recommendation? 

Mr. Pinkxtey. This recommendation was made by the National 
Industrial Reserve Review Committee of the Munitions Board in 
their fifth annual report to Congress, which was dated April 1, 1953. 
This is an implementation of those recommendations. 

Mr. Yares. This list that you gave us includes 13 plants that are 
being transferred to the Military Department and 6 plants which 
oe remeain in the Reserve to be operated by GSA. Are there other 

ants! 

. Mr. Prnxey. Yes, sir; there are about 12 plants which are wholly 
or partially leased to private industries for commercial business and 
the rentals on them are returned to the miscellaneous receipts of the 
Treasury. 

COMPARATIVE COSTS TO MAINTAIN PLANTS 


Mr. Puriurps. I would like to pursue this thought: How much will 
it cost the Defense Department to maintain these plants in a standby 
capacity compared to how much you paid for the last year that you 
operated them? Have you the latest figure? 

Mr. Pinkxtey. We have no figures from them. We have in the past, 
through discussions and through conferences, developed that it 
normally cost them 1.4 percent of the acquisition cost, which is about 


the only available unit of measurement of the cost to maintain and 
protect plants, against our cost of 0.802 percent. 

Mr. Puiturrs. You say in effect it cost the Defense Department 
about 75 percent more? 

Mr. Mepuey. Against our costs, it would be close to 70 percent 
more. 

Mr. Tuomas. Point 8 against 1.2 

Mr. Meptey. One point four. 

Mr. Pinxuey. That has been our average cost. 

Mr. Puiturrs. That is the percentage of the acquisition cost. That 
is your operation based on the acquisition cost. 

Mr. Tuomas. Those figures do not mean anything for the simple 
reason that you could spend 3, 5, or 10 percent of the acquisition cost. 
It depends on how much maintenance you do to them. 

Mr. Puiuurrs. Is the handling on the same basis? Does the 
Defense Department maintain them exactly as you maintain them, 
with no further use or benefit from them than you have? 

Mr. Prnxuiey. They establish the standards under which they 
should be maintained. 

Mr. Tuomas. The standard rule is to do as little as you can. Some 
of these plants get a little paint here, patch a roof up there, and there 
are 2 or 3 caretakers around. But with the money you had probably 
you have done as much as you could. 

Mr. Mansure. Could I say something on this off the record? 

(There was discussion off the record.) 
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Mr. Tuomas. Before you leave the industrial matter, I want to 
say that I think Mr. Mansure is just as right as he can be, and that 
at this point in the record he ought to prepare a statement with his 
recommendations and general thinking ir the matter. 

A lot of these industrial plants have hittle machinery left, the heating 
water systems are all shot to pieces; it all boils down to the fact that 
the usable ones have been rented and what you have left is the dregs, 
and it is costing you far more than it is worth. 

I do not doubt but what you are correcting your thinking, and it 
seems to me it ought to be in the record at this point. 

Mr. Puiuurps. It seems to me, and I address this to all members 
of the committee, that we have had a great many of these cases this 
reat in the hearings where we would have one agency facing a problem, 

ut where the difficulties come through the failure of another agency to 
do something, or the positive act of doing something, and the only 
thing we can do is to take it up through the chairman of the committee 
and get some sort of a question asked in the other committee, and then 
a decision made between us. I think that is necessary. 

Mr. Tuomas. These plants have been in a standby status now for 
7 to 9 years, have they not? 

Mr. Mansure. Ever since the war. I will see that the statement 
is inserted at this point. 

(The statement referred to is as follows: ) 


STATEMENT REGARDING NATIONAL INDUSTRIAL RESERVE PLANTS 


Visits to national industrial reserve plants have disclosed to me that, while 
some are well preserved and can be maintained economically, others have many 
buildings and other facilities, which, because of their temporary construction and 
depreciation bevond the scope of reasonable maintenance, have reached the end 
of their useful life. 

A number of these plants have been so completely cannabalized as to make 
their retention in the Reserve, and their continued maintenance seriously 
questionable. 

At plants such as the West Virginia and the Gopher Ordnance Works, the minor 
portions remaining have lost their value as defense facilities. At others, thousands 
of acres of otherwise productive land are lying idle. 

Therefore, we recommend that the continued need for each of these Reserve 
plants be critically examined by the responsible authorities, and that those, not 
absolutely essential to the national defense, be disposed of as surplus. 

Those plants, for which a continuing need is clearly established, should be 
divested of all buildings, structures, and equipment which are obsolete, worn out 
or which cannot be preserved economically, to save the cost of maintenance 


Mr. Yates. Don’t you think we ought to have the other 12 plants 
put in the record? 

Mr. Yes. 

Mr. Yares. Could I get a list of those 12 leased plants to go in 
with this one? 

(The material referred to is as follows:) 
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National Industrial Peserve plants on lease 


| Residual | estimated 


Facility and location acquisition annual 
| cost rental 
| 
Air Reduction Sales plant, Gloucester, N. J______- ....-| $228,000 $9, 000 
Leased to Air Reduction Sales Co. for production ofoxygen. Rental based | 
on production with a minimum annual rental of $9,000. | 
Aluminum forgings plant, Erie, Pa 8, 517, 000 250, 000 


Leased to Willys Motors, Ine., for production of aluminum and magne- 
sium forgings. Rental calculated at 6 percent of gross sales with a minimum | 
annual rental of $250,000. | 

Anaconda Copper Mining Co., Columbus, | 1,603, 000 

Leased to American Chrome Co. for storage of chrome concentrates under 
lessee’s contract with Emergency Procurement Service. Nominal rental of 
$1 per year charged. 


| } 
Carlisle Tire & Rubber plant, Carlisle, Pa _- 21, 275 
Leased to Carlisle Corp. for production of rubber tires. Annual rental of | 
$21,275. 
Domestic Manganese & Development, Butte, Mont... ...._.-..--_.---.-.-----_-} 489, 000 0 


On permit to Emergency Procurement Service of GSA for use in connec: | 
tion with the manganese purchase program. No rental charged. 
Dow magnesium plant, Velasco, Tex _| 26, 500, 000 1, 800, 000 
On lease to the Dow Cc hemic al Co. for the production of magne: sium metal. 
Rental calculated at 2.25 cents per pound of magnesium produced. 
Electro-metallurgical plant, Spokane, Wash A 
Partially leased to Pacific Northwest Alloys, Inc., for the production of 
ferro chrome. Rental based on percentage of gross sales with a minimum 
annual rental of $158,000. 
Magnesium reduction plant, Luckey, Ohio. 4, 286, 000 0 
On permit to Atomic Energy Commission for the production of beryllium. 
No rental charged. 
On permit to Atomic Energy Commission for the production of magnesium 
ealcium. No rental charged. 


158, 000 


Pacific Car & Foundry, Rentor, Wash__....-___..-- 2, 937, 000 18, 000 
Rental based on production with a minimum annual income of $18,000. 
Revere Copper & Brass plant, Halethorpe, Md 5, 925. 000 250, 000 


Leased to Kaiser Aluminum & Chemical Corp. for production ofaluminum | 

and magnesium extrusions. Rental based on percentage of sales with a 
minimum annual income of $250,000. 

Timken-Detroit Axle Co., Detroit, Mich | 1.465, 000 73. 000 


Leased to Jefferson Corp. for storage purposes. Annual rental $73,000. 


| 
Leased to Pacific Car & Foundry Co. for production of steel castings. a 


! Residual acquisition cost reported under “Plants for which GSA will have continued P & M.” 


Mr. Puituips. Are we through with the NIR? 

Mr. Mansure. We have one more statement we want to make. 

Mr. Meptey. Off the record, Mr. Chairman, if I may. 

Mr. Puiuures. Why off the record? 

Mr. Mepuey. This can be on the record. This committee to 
which Mr. Pinkley referred in his testimony also recommended that 
those industrial facilities which produce raw materials, that is, manga- 
nese, nickel, semifabricated products, and so forth, should be given 
to the custody of GSA, and no action has been taken on that particular 
recommendation. 

There are some 23 plants which would qualify under that recom- 
mendation. In other words, the military should transfer those and 
funds to maintain them to us in keeping with the basic concepts of 
the legislation for the National Industrial Reserve. We would like 
to insert a list of those plants at this point. 

The data referred to above is as follows:) 
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PLANTS IN ARMY DEPARTMENTAL RESERVE 


Facility 


Mobilization product 


Remarks 


Coa battery plant, Cold Spring, 


Habus plant, Columbus, Ohio... 


Kansas City plant, Kansas City, Mo-__ - 


ee plant, New Martinsville, W. 


a. 

Muscle Shoals chlorine plant, Wilson 
Dam, Ala, 

New Cumberland plant, New Cumber- 
land, Pa. 

Phosphate development works, Wilson 
Dam, Ala. 

San Jacinto ammonia works, Houston, 


Tex. 
Seattle chemical plant, Seattle, Wash 


Cactus ordnance works, Dumas, Tex. -. 
Ridgewood ordnance plan 
Ohio. 
Morgantown ordnance works, Morgan- 
a. 


town, W. 


t, Cincinnati, 


Clotning impregnation - - 
Anhydrous ammonia... -- 
Charcoal and wethlerite- 
Anhydrous ammonia... 


New plant, contractor oper- 
ted 


ated. 
Inactive part used. 

Inactive, part used ago. 
Inactive, partly leased. 


Active, contractor operated. 


Inactive. 


Active, contractor operated. 
Do. 

Part leased; inactive. 

Leased, contractor operated. 

Active, contractor operated. 


Leased. 


PLANTS IN NAVY D 


EPARTMENTAL RESERVE 


Naval industrial reserve forge plant, 
Berkeley, Calif. 


Pacific States Steel Corp., Niles, Calif__ _- 


Naval industrial reserve aircraft plant, 
Southington, Conn. 
Naval industrial reserve plant, Dresden, 


N. Y. 

Naval industrial reserve plant, Glass- 
mere, Pa. 

Naval industrial reserve metal fabricat- 
ing and machine plant, Warren, Ohio. 

AF plant No. 41 


Cleveland, Ohio- 
Camden Forge Camden, N.J-.....--- 
Brie Fesee Co., Erie, 
Isaacson Iron Works, Seattle, Wash. 


Steel 
Parts manufacturing -___| 


Hydrogen peroxide 
Aluminum powder... 
Gear castings and weld- 
ing. 
Heavy forgings.......... 


Crankshaft forgings 
Steel ingots and forgings 


Leased, 


Do. 
Contractor operated. 


Leased to du Pont Co. 
Leased. 

Do. 
Active, contractor operated. 
Contractor operated. 


Leased. 
Leased, scrambled. 


from your office. 


Mr. Tuomas. Are they in operation now on contracts? 
Mr. Mep.ery. Some are; some are inactive. 
Mr. Tuomas. How many are inactive that you don’t have? 
Mr. Meptey. Five, at a 
Mr. Tuomas. Who was 


lance. 

hairman of the Munitions Board? 

- ia No, he was the head of the National Resources Security 
oard. 
Mr. Pinker. He was Chairman of the Munitions Board. 

PR Mansure. If you would like a list of this, we will see that you 
ve it, 
Mr. Puiuures. You can put that in the record. 
I have here 2 releases, 1 dated January 12 and 1 February 8, both 

One says that the National Lead Co. will carry out 

an expansion program in Cuba, and the other has to do with the 

aye thing, an expansion of the Government-owned plant at Nicaro, 

uba. 

Mr. Mansure. That came up, Mr. Chairman, by way of question- 
ing from Congressman Thomas of how we are coming along with that 
nickel program. We were just saying it is developing very well, and 
that on the present basis we are producing at the rate of 30 million 
pounds per year. With this expansion program we will produce 
about 15 percent of the free world supply of nickel. 


Was 
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Mr. Puiuuirs. I am going over this material and may come back to 
it. I think Mr. Yates wants to ask something about this nickel 
situation. 

Surp.tus Property MANAGEMENT AND DisposaL 


Mr. Puitiirs. We now come to pages 43 and 44, which is your 
surplus property management and disposal. I have no questions on 
that. We will put those pages in the record at this time. 

(The justifications are as follows:) 


OpeRATING ExpENsEs, PBS 


4. Surplus-property management and disposal 


Average employment 


Amount 
Department | 


$425, 800 
—50, 300 


375, 500 


HIGHLIGHT 


“Real property declared surplus to the needs of Federal agencies is sold, leased, 
exchanged, or otherwise disposed of. It is estimated that $27 million will be 
covered into the Treasury from this activity in 1955.” (From the budget for 
1955.) 

During 1955 real property distributed widely throughout the United States 
with a declared value of $525.7 million will be handled compared with $573.1 
million in 1954. 

Performance cost 


| 1953 1954 


a) posal $245, 000 | $225, 300 
135, 408 | 200, 500 


JUSTIFICATION 


The following tabulation shows the comparative workloads of declarations, 
withdrawals, disposals, and inventory for 1954 and 1955: 


Declared 
value 
(millions) 


954: 
Available for disposal, June 30, 1953 
Estimated declarations and repossessions, 1954 


Estimated total available, 1954 
Estimated disposals, withdrawals, etc., 1954 


1955: 
Estimated available for disposal, June 30, 1954 
Estimated declarations and repossessions, 1955 


} 
= 
: 1955 
; $201, 500 
| 174, 000 
Total cost 380, 408 | 425, 800 375, 500 
1 
ede 246 $207.6 
| 406 267.6 
Estimated total available, 329 230.0 
Estimated disposals, withdrawals, etc., 1955. ....................---.-.-. 163 62.2 
Estimated available for disposal, June 30, 1955............-.-..-.------ 166 167.8 
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(a) Disposal.—This function covers the classification and disposal of real 
property declared as surplus to needs of the Government. 


Declared value (millions) 


1953 


Declarations and repossessions $42.9 
Disposals, withdrawals, etc 70.0 
inventory end of year ‘ 123.5 


Unit cost percent 0. 1036 
Performance cost a $245, 000 


It is estimated that the declared velue of properties to be handled will be 
$281.1 million in 1954 end $245.7 million in 1955. Under the provisions of 
Publie Law 522, 82d Congress, a lerge dollar inventory of industrial property 
will be transferred to the tlh ae of Defense from the current inventory in 
1954. This explains the incresse in dispossls contemplated and the lower unit 
cost in 1954. The reduction in the unit cost from 0.1036 percent in 1953 to 
0.0820 percent in 1955 reflects operational economies and greater efficiency in 
handling the workload. 

(b) Property management.—This function covers protection and maintenance of 
surplus real property in inventory and servicing of leased and mortgaged prop- 
erties. 


Declared value (millions) 


Protection and maintenance 
Leases (average 
Mortgages (residual balance) 


Surplus properties are widely dispersed. Each must be inspected to determine 
its condition and value before offering it for sale or lease. Negotiations with 
rospective purchasers and lessees are necessary before satisfactory contracts can 
»e secured. This is important for industrial properties where leases are generally 
consummated on a production-rental basis, 

Due to disposals, leasing, transfer of properties for defense use, and anticipated 
mortgage liquidation, the declared value of properties requiring protection, main- 
tenance and servicing will decrease from $311 million in 1953 to $292 million in 
1954 and $280 million in 1955. 

The unit cost of 0.0621 percent in 1955, compared with 0.0687 percent in 1954, 
reflects minimum operations for protection of the Government’s surplus real 
property holdings. The low unit cost of 0.0435 percent in 1953 resulted from 
reimbursement of protection costs at certain facilities where disposal was delayed 
by Department of Defense evaluation of possible military use. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See condensed green sheet schedule) 


Personal services and staffing, $280,800.—The central office force has been 
reduced during 1954 from 13 to 8 employees, 4 of whom are in the lower clerical 
grades. Employees in the 10 field offices performing the disposal, leasing, man- 
agement, protection, and inspection functions were reduced from 46 to 41 in 1954 
and to 39 in 1955. ; 

Other objects.—$94,700, of which $82,500 is for program expenses including 
$10,000 for travel based on 455 travel days at $22 per day for property inspec- 


1954 1955 
$60.0 $60.0 
97.6 62.2 
123.5 123.5 
281.1 245.7 j 
$225, 300 $201, 500 Py 
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$135, 408 | $200, 500 | $174, 000 
of 
at 
be 
E Pe 
as 
ye 
ge 
Ur 
the 
ing 
col 
stu 
Co 
Co 
opé 


1377 


tions and dis ; $4,000 for utilities services; $4,500 for operating supplies, 
such as coal, cleaning and repairing materials and miscellaneous program expenses, 
required in the protection and maintenance of properties, and $64,000 for contrac- 
tual services including $39,000 for protection and maintenance, $10,000 for 
advertising, $12,000 for contract appraisals and $3,000 reimbursement to the 
Department of Interior for services authorized under Public Law 616, 80th 
Congress, covering determinations of possible use of real property for park, 
recreational, and historic site purposes. 


The remaining $12,.09, or 3.3 percent of the estimate is for normal office 
expenses. 


Pusuic Urinities MANAGEMENT 


Mr. Puiuurrs. We will put in the record pages 46,47, and 48 at 
this point. 


(The justifications referred to are as follows:) 


5. Public utilities management 


Average employment 
Amount 
Department Field Total 


HIGHLIGHT 


“As a, centralized function for all executive agencies, utility equipment utilize.- 
tion and rete studies are mde, contracts are negotisted, reviewed, and renewed, 
and the Government represented as a user of public utilities services before 
Federal and Stite regul tory bodies to obtain utilities service at minimum cost.’ 
(From the budget for 1955.) 

Oper..tions of this activity are continuous due to everchanging programs, 
organiz*.tion, st~fling, and loc .tion of Government agencies served by it: recurring 
requests of public utility companies for changes in rates and rate structures; and 
continuing technological improvements in equipment. The Government is one 
of the largest users of public utilities services expending in excess of $150 million 
annually. S*vings to the Government by this activity for the past 5 years have 
been at a ratio of $26 for each dollar spent in this operation. 


Performance cost (not susceptible to work unit): 


JUSTIFICATION 


Performance of this activity is not susceptible to expression by fiscal years, 
as work units started during one year are not necessarily completed during that 
year. This is a continuing program necessitating constant surveillance which 
generates continuing savings. 

Program potentials performances, and backlog.—There are 106 cities in the 
Unitea States in which are located major Government operations. In 86 of 
those cities there are in effect 36 statewide and local telephone contracts cover- 
ing services. The remaining 20 cities are yet to be covered by areawide telephone 
contracts. 

In 57 cities, 70 telephone consolidation studies have been made. From 41 
studies, consolidated onerations are now in effect at annual savings of $405,555. 
Consolidations involving savings of $105,163 per year are pending in 15 studies. 
Consolidations in 14 other studies are still under consideration. Telephone 
operations in the remaining 49 cities are yet to be studied. 
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For other utility services, there are consolidated contracts for electricity or 
gas in 16 of the 106 cities, leaving a broad field for potential economies untouched 
due to limitation of staff. 

Savings to the Government.—During the period from 1949 to 1953, inclusive, 
this activity has produced savings of approximately $11.5 million. This repre- 
sents a ratio of $26 saved in utilities bills for each dollar spent in effecting the 
savings. Additional savings in administrative expenses accrued to agencies which 
had been involved in negotiations for the former uneconomical individual utilities 
contracts. 

It is not to be inferred that the $26 to $1 ratio of savings can be maintained 
throughout the coverage of the Government’s total annual expenditure of over 
$150 million for utilities services. However, the potential savings is so substan- 
tial that it would be false economy not to maintain this activity up to the prac- 
tical limit of recruiting and training of technicians so as to cover the major areas 
of utilities services. 


BXPLANATION OF DISTRIBUTION BY OBJECTS 
(See condensed green sheet schedule) 


Personal services and staffing, $79,800.—Comparison of staffing for this central 
office function is as follows: 


Utilities Rate Section 


14 13 
12.5 12.7 


Total positions 
Averaze employment 


The positions for the Utilities Rate Section will make it po. sible to continue a 
vigorous program for consolidated electric power contracts and participation in 
important rate cases before public utilities commissions. The positions in the 
Communications Section, together with the use of regional communications per- 
sonnel for on-site studies, will permit the continuation of the review of com- 
munications installations in the backlog of 49 cities and permit analysis of results 
in those previously covered. 

Other objects, $13,700.— $6,100, or 6.5 percent of the total estimate, is for 
ordinary administrative items, including $3,000 for travel based on 136 travel 
days at an average cost of $22 per day for travel required for appearances before 
regulatory bodies throughout the country. The remainder is for printing public 
utilities schedule contracts and for reproduction of case material for hearings 
before utilities commissions. 


Mr. Puiuuirs. You state: 


There are 106 cities in the United States in which are located major Government 
operations. In 86 of those cities there are in effect 36 statewide and local tele- 

one contracts covering services. The remaining 20 cities are yet to be covered 
areawide telephone contracts. 

Will vou tell me what you are referring to? 

Mr. Reynotps. We have been working with the various public 
utility regulatory bodies and with the public utilities themselves. 

Mr. Puiturps. How long have you been working with them? 

Mr. Reynoups. As far as my personal connection with it goes, 
about 4 years. Prior to that it was in the Federal Supply Service. 
We make consolidated contracts in a large metropolitan area instead 
of a group of individual contracts. It has proved to be a very 
economical move. 

Mr. Puttures. My reaction to that statement on page 46, and to 
the following statement: 


In 57 cities, 70 telephone consolidation studies have been made. From 41 
studies, consolidated operations are now in effect, and that telephone operations 
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in the remaining 49 cities are yet to be studied, and for other utiltiy services 
there are consolidated contracts for electricity or gas in 16—insert the wor 
“only” —of the 106 cities— 

and your comment is, 7r. Mansure, that that leaves a broad field for 
potential economies untouched due to limitation of staff, which did 
not seem to me to coincide with your statement made previously that 
you were not trying to build up the staff but were using specialists 
and experts rather than putting people on the permanent payroll. 

It would seem to me that if there was any place at all where you 
could use an expert, this would seem to me to be the logical place. 

Mr. Reynoups. These people, Mr. Chairman, appear in a great 
many hearings. The negotiations in certain of these contracts are 
very extended and very detailed. A great majority of the work 
would not be susceptible to consulting service. 

Mr. Parties. Who does it? Does the legal service do it? 

Mr. Reynoups. The Legal Department, of course, takes a part in 
it, as far as any legal questions are involved, but it is handled by 
people who are specialists in this particular operation. 

Mr. Puruuips. You are justifying 13 people for it—— 

Mr. Mep.uey. Possibly we did not express ourselves very well, Mr. 
Chairman. I think what the idea of that statement attempted to 
convey was that experts in this field are difficult to find. The com- 
mittee has always given us what we have asked for in this activity, but 
the lack of coverage is due to our lack of ability to get people who are 
qualified in this field. 

Mr. Puiuures. Where does your function of communication service 
come in this budget? Does it come in this area where | am now work- 
ing? Just where does that come in? 

Mr. Mep.uey. It is under the “Buildings management activity,” 
Mr. Chairman. We refer again to pages 26 and 27. 

Mr. Putuuips. It seems to me that there is a difference of opinion 
between your agency, Mr. Mansure, and Mr. Higley’s agency, the 
Veterans’ Administration, as to the kind of service you can give com- 
pared to the kind of service they want. 


RELATIONS WITH VETERANS’ ADMINISTRATION 


Mr. Mansure. I think that difference is due to the fact that we 
can’t ever pin the Veterans’ Administration down on what they want. 
They don’t seem to want to help. After we went to a great deal of 
work to survey their entire operation they said that everything we 
had done was wrong, that the figures we worked with were incorrect. 
We told them that was surprising because the figures we worked with 
were their own figures. 

Mr. Tuomas. That usually ends all argument. 

Mr. Puitups. The Veterans’ Administration says to you, ‘“We are 
unable to use the sort of service that you have because you only have 
a few outlets and we have a great many outlets which we can use, plus 
the military, and that we want to be able to get a message to a great 
many hospitals practically simultaneously, or not necessarily hos- 
pitals but Veterans’ Administration outlets?” 

Mr. Mansure. That is true. They use Telecon service on their 
system. That is where you actually lease a line and then you can 
carry on a conversation back and forth on that line. There is a great 
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misunderstanding on that because people think that because they 
don’t have to pay for that telephone call that it doesn’t cost anything 
Well, it costs the monthly rental of that line. 

Mr. Puitures. Do you know approximately what that is from 
Washington to Los Angeles? 

Mr. Mansure. No, but we could give you those figures. We 
will get them for you and supply them for the record, 

(The information requested follows: ) 


Cost of a single Telecon circuit from Washington, D. C., to Los Angeles 


9 a. m, to 5 p. m. eastern standard time-.---_...--.--.---.--------- $1, 221. 98 
2 loops : 6. 00 
2—15 keyboard sending and receivin 60. 00 


Total per month 


10 a. m. to 8 p. m. eastern standard time 
2—15 keyboard sending and receiving 


Total per month 1, 418. 84 


Because of 3-hour time differential, the 9 a. m. to 5 p. m. eastern standard 
time hours would cover only business hours on west coast from 6 a. m. to 3 p. m. 
The 10 a. m. to 8 p. m. eastern standard time hours would serve west coast from 
7a.m.to5p.m. Each additional evening hour over 10 a. m. to 8 p. m. eastern 
standard time would cost approximately $50 per hour per month. 

Mr. Puruures. The Veterans’ Administration shows on its chart, as 
I recall, 7 outlets in the immediate Los Angeles area. You mean, tha: 
in every one of those outlets there is a Telecon system? 

Mr. Mansure. I don’t know whether they use it in each one of the 
outlets, but they use Telecon service between their points of operation 
within the area. 

Mr. Puaruurps. Only by that Telecon system could they have this 
talking back and forth? 

Mr. Mansunrz. Yes. 

Mr. Patiasps. Then I think I will have to say that the testimony 
of the Veterans’ Administration indicates that it is the Telecon system 
because the point raised was that they couldn’t do away with this and 
come into a central point and then telephone the message out to 
another point, because they wanted this talking back and forth 
feature. 

Mr. Mansvure. All that we asked them was, “Well, have you ever 
checked to see what this conversation is about?” That provokes 
them a great deal because I suppose it hasn’t been done. We don’t 
know whether this is a necessary conversation or not. It is still an 
expense. There are locations in various sections of the country where 
we have pointed out to them in the same building there will be 2 
different sets of switchboard operations or teletype systems. 

All we want to do is combine the two of them together into one and 
eliminate duplication of personnel and facilities. 

We also have parallel lines between San Diego and Los Angeles. 
That just does not make sense. 

Mr. Puitires. How many places would there be that would have 
that sort of duplication? 

Mr. Mansvure. We have a complete survey on that. If you would 
like it, I will see that you have it. 


1,352. 84 
6. 00 j 
60. 00 

] 
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Mr. Puiuups. I think it would be very desirable. We have 
questioned the Veterans’ Administration at some length on the 
basis—this will all be printed—of their setup and their reply was 
that they could not get from you the same service that they are 
accustomed to, and feel they must have at the present time. 

We do not see why, and we asked them why some sort of priority 
service could not be arranged, and that we did not see why it was so 
necessary to have this promptness with all their type of communica- 
tions. 

Mr. Mansure. Now, you have put your finger on it. 

Mr. Tuomas. They have 150 units against your 12. 

Mr. Mansure. We cannot give them the service they now have. 
Our question is, do they need all that service? That is what you are 
asking. 

Mr. Puiturrs. You have probably 12 outlets, 12 major cities? 

Mr. Mansure. Fifty-six cities. We service all the other agencies 
except Veterans and Defense. 

Mr. Patturps. Will Defense continue to give Veterans this service? 

Mr. Mansure. They will not guarantee it. 

Mr. Puruuirs. To the Veterans’ Administration? 

Mr. Mansvure. That is, just as long as they want to. If any 
emergency arises, then Veterans’ will be off Defense and they will be 
coming to GSA and we may have difficulty and delay in rearranging 
the facility at that time. 

Mr. Putuutes. I think that is a good point. Would the number of 
outlets that you have now, 56, be the number that you would have 
if you were giving the Veterans’ Administration service? 

Mr. Mansure. No. We agreed to put additional ones on. 

Mr. How many? 

Mr. Mansure. What we thought would be required. 

Mr. Puiturrs. You would put on as many outlets as could be 
shown to you to be necessary? 

Mr. Mansure. That which would be necessary to service them. 

Mr. Puuiuures. Then, when you got down to the more important 
question, what were the relative costs likely to be? 

Mr. Mansure. Well, this question has been going back and forth, 
from what I understand, now, for 2% years. We are just getting 
nowhere because there seems to be a desire to get nowhere on it. 
If we sit down, and if both agencies were forced to sit down and come 
to some understanding on it, | believe we could make a good solution. 

Mr. Tuomas. Here is the point. You are going to be the judge 
of what they need, they think. So, take them at their maximum 
number they have now, 140 or 145. What saving will there be if 
you operate it? 

Mr. Mansure. Of course, it reduces very materially the cost per 
word, the more that you use. As your workload picks up, your unit 
message cost goes down. That is what we want. It isn’t just on 
Veterans’, but it is all departments of Government thrown in to- 
gether. It is the same on purchasing or communications. We are 
going to explain that to you on the nonperishable foodstuffs. 

It is the combination of all agencies being thrown together, with 
the exception of Defense. 


41872—54—pt. 214 
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Mr. Tomas. Veterans’ get it by the month and they can talk 18 
hours a day. You want to charge them by the word, and that means 
fewer words. 

Mr. Puiuirrs. Maybe that would be a good thing. I think you 
better make up a statement so that we can compare it. 

(The material referred to is as follows:) 


PROPOSAL FOR TELETYPE SERVICE FOR VETERANS’ ADMINISTRATION 


1, By letter of February 23, 1951, Veterans’ Administration requested a pro- 
posal relative to their use of GSA teletype facilities. At that time VA was faced 
with the possibility of being forced off the military network. 

2. On June 13, 1951, a proposal was submitted to VA based on personnel costs 
contained in VA’s table of organization. This proposal, among other things, 
contemplated the enlargement of GSA’s existing system from 56 on-line cities to 
69 cities. It also included a listing of VA installations in on-line cities and the 
proposed metho1d of gory and delivery from GSA, _ In the interest of efficiency 
and economy, TWX and Western Union refile was recommended for the off-line 
installations. 

In analyzing Veterans’ Administration’s traffic as to the most economical and 
efficient teletype service, three cost comparisions were made: 


Cost 


Monthly 


1. Veterans’ Administration’s present system using free Army trunkline 
facilities (present personnel excluded) ____. $29, 998. 36 
2. n integrated VA-leased-line network to replace the free. Army trunkline 
facilities (additional personne] required included) 35, 829. 30 

3. Use of the Publie Buildings Service teletype system: 
(a) Cost to VA including prorated cost of using GSA at 5 mills per 
word 22, 267. 55 
(b) Decrease to VA in the cost of personnel by using GSA. 35, 452. 08 
Savings to VA by using the GSA system rather than a wholly integrated VA 
leased-line network 49, 013. 83 
Savings to VA by using the GSA system rather than their present system. -- 43, 182. 89 
Savings to the Government by VA using GSA 33, 820. 91 


3. VA questioned the proposal on personnel costs and because of changes which 
had occurred in their traffic pattern and characteristics. On April 17, 1952, 
GSA submitted a new proposal based on the then current conditions and VA’s 
formula method of determining personnel costs. This proposal indicated savings 
to VA of $256,000 per year and savings to the Government as a whole of $203,000 

r year. 
ty At VA’s request GSA next modified its proposal of April 17, 1952, to provide 
written communication to all VA locations instead of the Western Union refile, 
telephone, and courier service which had been recommended previously for certain 
installations in the interest of efficiency and economy. ‘This modified proposal 
was submitted to VA on June 4, 1952. It indicated savings to VA of $224,000 
per year and to the Government as a whole of $170,000 per year. 

5. On May 20, 1952, almost a year after the original proposal, VA for the first 
time informed us of its’ requirements for telecon service and priority transmission. 
These requirements presently cannot be met on a common-use system such as that 
of GSA, and VA was so advised. 

The military network provides trunking facilities to and from VA relay centers 
only in order that VA may have a nationwide communications system. The 
military network does not offer priority transmission to VA and in addition pro- 
hibits telecon service. Consequently, VA’s use of telecon service is not nation- 
wide in scope and of necessity must be restricted or limited to local areas embraced 
within each relay center. 

Private industry utilizes extensively piiveite-line networks such as those of 
GSA and the military, and in no instance known to GSA do such networks provide 
for telecon service. 


Annual 

$359, 980. 32 4 

429, 951. 60 

267, 210. 60 

425, 425.00 

588, 165. 96 i 

518, 194. 68 ra 

405, 850. 88 
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Mr. Puiuuips. I have here a letter, which I have been referring to, 
signed by you, Mr. Mansure, addressed to Mr. Highley, under date 
of January 20, which sets out several of the features of the discussions 
and upon which we questioned the Veterans’ Administration. 

Mr. Mansure. We were told that the committee had been supplied 
with information. 

Mr. Putuirs. If anybody wants to raise that question, refer them 
to me, especially if they also get their budget from this committee. 
I am tired of having people come in here and then dashing out and 
accusing somebody else of giving us information when as a matter of 
fact we asked for it. We intend to keep on asking for it, so long as 
I am on this committee, anyway. 


Buripings Design AND SUPERVISION 


We will put page 50 in the record at this point, Mr. Reporter. 
(The page is as follows:) 


6. Buildings design and supervision 


Average employment 


Depart- 
ment | Field Total 


Change —630 


113, 000 


HIGHLIGHT 


“All programs involving design, construction, and remodeling of buildings are 
centrally directed by a staff of technical personnel” (from the budget for 1955). 
Performance cost (not susceptible to work unit): 

$231, 528 
113, 630 
113, 000 


JUSTIFICATION 


Central direction of all programs of buildings design, construction, repair and 
improvement work accomplished by GSA is provided under this activity by a 
small staff of top level technical personnel, with incidental administrative 
assistance. 

In addition to the overall direction of active construction, repair and renovation 
programs, the functions of this staff include advance planning for future building 
construction; development and maintenance of essential data for some 4,000 
eligible projects enumerated in the ‘‘document”’ of buildings eligible for construe- 
tion, required by Public Law 105, 81st Congress; preparation of initial erst esti- 
mates for proposed building construction projects of GSA and other Government 
agencies; maintenance of design and construction manuals, handbooks, standard 
details, and stock specifications; and servicing Federal committees and boards 
dealing with building design and construction. 

Even in periods of curtailed Federal building construction, considerable advance 
planning is called for by the Congress and Government agencies; direction of 
repair and improvement programs must be continued; contracts with private 
architects must be arranged, supervised and administered; and the development 
of data concerning building construction trends, costs, and improved methods 
and materials is essential to keep pace with private industry. 


| 
| 
i 
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EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See condensed green sheet schedule) 


Personal services and staffing.—$90,500 provides continuance of the 1954 level 
of 11 employees, a decrease of 11, or 50 percent under the 22 in 1953. 

Other objects. —%$22,500, of which $14,500 is for financing preliminary planning, 
designing and cost estimating for proposed projects for which funds are not other- 
wise provided; the remaining $8,000, or 7.1 percent, is for ordinary administrative 
items, including $2,000 for travel required in the overall direction of the program 
based on 91 travel days at an average of $22 per day. 

Mr. Puuuires. “Buildings design and supervision’’—you don’t 
expect to build any buildings in the next few years, do you? 

Mr. Reynoips. We have a continuing operation in building con- 
struction. We have the renovation and improvement program, con- 
struction of buildings such as the Hospital Center in the District of 
Columbia, and buildings at Howard University, St. Elizabeths Hos- 
pital, the Bethesda Research Center, and so forth. 

This activity pays for the supervising architect and engineer, with 
some clerks, and also 

Mr. Putuuips. When you speak of this “supervising engineer,”’ you 
are accounting for 11 people? 

Mr. Reynoups. That is right. 

Mr. Puruuips. All of them located right down here in Washington? 

Mr. Reyno.tps. That is right. That is our supervisory force here 
in Washington. 

Mr. Puiturps. They must supervise the buildings about like that 
supervisory staff of yours supervises the cleaning. 

Mr. Rrynoups. This is just general direction of design work here 
in Washington including the preparation of the document required 
by Public Law 105 for submission to the Congress at the beginning 
of each new session of all eligible projects in the United States, includ- 
ing estimate of cost, and so forth. 

ae. Puitures. You may as well note, Mr. Clerk, for me to look 
that up. We get ourselves into the most peculiar positions I have 
ever seen. The real question is, and the answer is, that you are not 
going to do any real significant building in the next few years? 

Mr. Reynoups. We have been doing building right along. We 
have major repair projects, and some of them are extremely difficult. 
We have to maintain a certain direction of the operations throughout 
the regions. 

Mr. Puiuurres. You have cut the number in half since 1952; is that 
right? 

Mr. Reynoups. That is right. 

Mr. Mansurs. What about the OASI Building? Do we have the 
supervision on that? 

Ir. Reyxoups. Yes. These people here would have the basic 
general direction of that. 

Mr. Mansure. That is a $27 million structure. 

Mr. Putuures. I am either confused as to what they do or with 
what I think they do. This says, “Buildings design and supervi- 
sion.” Is this part of the load you are going to shift over to ‘“‘Build- 
ings management”’ and show as a supervisory function? Is this in 
addition to that? 

Mr. Meptey. Yes, this relates only to building construction. 

Mr. Putuures. Then what have they to do with the OASI Build- 


ing? 


t 
\ 
4 
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Mr. Mansvre. No; this is their new building which is going to be 
for the old-age and survivors insurance operation. 

It was to have been built in Baltimore. but now there is a change in 
the plans and they are not sure. It is a $27 million structure. 

Mr. Puiuurrs. Is there anything in this year’s budget for it? 

Mr. Reynoups. No; the Congress asked them last year to come in 
with an estimate this year as to what it would cost to do it. They 
also provided authority to enter into certain preliminary contracts. 

Mr. Mansure. Then we have to find a location for them. 

Mr. Reynowps. That is right. This group here is extremely busy. 

Mr. Puiuuies. They must be, with no buildings to build. 

Mr. Reyno.tps. They have a large business to do. We are design- 
ing quite a number of projects in the office. 

r. Patuuips. You mean, projects that have been actually author- 
ized? Is that what you mean? 

Mr. Reynoups. That is right, and funds appropriated for them. 
The construction program for 1954 which this group directs amounts 
to some $45 million. 

3 Mr. Putiurrs. The committee has gone upstairs to answer the roll- 
call. I will declare a 5-minute recess. 
(There was a short recess.) 


SERVICE ADMINISTRATION 


Mr. Putuuirs. We were on page 50, which we have finished. Page 
52, Service Administration, will be put in the record. 


OPERATING ExpENsEs, PBS 


7. Service administration 


| Average employment 


Amount 


Depart- | Field 


Tot: 
ment Total 


$375, 7 10.0 


HIGHLIGHT 


General supervision over ell programs assigned to the Public Buildings Service 
is provided by a central office staff with supervisory assistance in each of the 
10 regional offices. 

Beginning August 15, 1953, Public Lew 286, 83d Congress, requires thet the cost 
of handling penalty mail be psid to the Post Office Department et retes determined 
by it. As there is no practical wey of determining the quantity and cost of 
penalty meil generated by each activity under this appropriation, the entire 
amount has been included under this activity. 

The increase in the estimate for 1955 over 1954 is attributable to penalty mail 
expense. 


| 


1953 1954 1955 
| 22, 500 26, 000 


— 
q 
j | -| 870, 200 | 9.9 | 36.8 | 46.7 
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EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See condensed green sheet schedule) 


Personal services and staffing.—$333,220 for 47 positions, the same as in 1954, 
distributed as follows: 


1953 


1954 


1955 


Total positions. 
Average employment 


10 
37 


10 
37 


10 
34 
44 
42. 


8 


47 
46.8 


47 
46.7 


Other objects.—$45,980 includes $26,000 for penalty mail costs computed as 
follows: First-class matter, 3,000 pieces, at 2 cents, 283,300 pieces, at 3 cents, 
151,900 pieces, at 9 cents; third-class, 118,000 pieces, at 1% cents; fourth-class, 
5,600 pieces, at 36 cents, average based on 2 pounds to 5th zone. This is an 
increase over 1954 of $3,500 due mainly to the difference between 10}4 months’ 
payments in that year and 12 months’ in 1955. The remaining $19,980 is 5.7 
percent of the general supervisory estimate to provide for 455 travel days, at 
$22, and office expense of communications, supplies, ete. 


It states: 


General supervision over all programs assigned to the Public Buildings Service 
is provided by a central office staff with supervisory assistance in each of the 10 
regional offices. 

I take it that all the increase in the mailing costs, and so forth, have 
to do with the increase in cost on the part of the Post Office Depart- 
ment: 

Mr. Meptey. Yes. 

Mr. Puruuires. Are any of these items in the justifications raised 
more than would be equivalent to the postage cost? 

Mr. Meptey. No, sir. The difference between the $22,500 in the 
1954 column and the $26,000 in the 1955 column is due to the fact 
that the penalty mail provision has only been in existence 10% months 
for this year. 

Mr. Puiuures. I understand that. What I want to know is, is 
there any increase in the amount of mail you are sending out? 

Mr. Meptey. No, sir. 

Mr. Puruuips. Not in any of these items? 

Mr. Meptey. No, sir. We figured it out on the basis of straight 
= over a 6-week period, and used that straight across the 

oard, 
Burmpincs MANAGEMENT FunD 


Mr. Putuips. Pages’ 61, 62, 64, 65, 66, and 67 will be inserted in 
the record at this point. 
(The justifications referred to are as follows:) 


MANAGEMENT FuND 


APPROPRIATION LANGUAGE 


Buildings management fund.—For additional working capital for the ceaen, 
management fund, authorized by the act approved July 12, 1952 (66 Stat. 594), 
$3 million to remain available without fiscal year limitation. 


] 
| 
| 
| 
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GENERAL STATEMENT 


“Management, rental, operation, maintenance and protection of Government- 
owned and leased building space in and outside the District of Columbia for 
ee Federal agencies; repair and improvement of Government-owned space 
in the District of Columbia and adjacent area; operation of joint communication 
facilities and other related building services are initially financed through the 
buildings management fund, established on January 1, 1953, which is reimbursed 
from funds appropriated, transferred, or advanced to the General Services Ad- 
ministration (66 Stat. 594). 

“Any surplus resulting from operations, after making provisions for prior year 
losses, if any, is paid into the Treasury as miscellaneous receipts.” (From the 
budget for 1955.) 

Operations under the fund cost some $160 million in 1958, of which some $40 
million, or 25 percent, was for services performed for other agencies on a reimburs- 
able basis. It is expected that approximately the same level of operations and 
reimbursables will continue threugh 1954 and 1955. As the minimum average 
timelag for costing, billing, and collecting payments from “customer’’ agencies 
for reimbursable services is about 60 days (actually 63 days as of June 30, 1953, 
cut down from 103 days for 1952), a cash lag of approximately one-sixth of the 
reimbursable portion of the program, or some $6 million, should be provided for 
by appropriated capital to keep the fund self-sustaining. 

Inadequate capitalization prevents tull realization of the benefits of the fund. 
It will necessitate borrowing from appropriations and liquidating liabilities on a 
selective partial basis. 

An estimate of appropriation in the amount of $6 million to capitalize the fund 
was transmitted to the Congress by the President for consideration in the annual 
appropriation bill for 1954. The House Committee on Appropriations recom- 
mended an appropriation of $3 million to iniatiate this program and the Congress 
concurred. 

The budget estimate for 1955 of $3 million covers the balance of the $6 million 
of appropriated capital which was deferred last year but which is warranted at 
this time. 

There follow statements of the ‘‘Analysis of working capital in fiscal year 1953,” 
the “Financial condition of the fund and income” and ‘Expense as of June 30, 
1953, 1954, and 1955,”’ and other informative data. 


Analysis of working capital in fiscal year 1953 


February March | April 


May June 


| 
| 


$14, 358,923 | $8, 875, 860 008, 309 | $11, 094, 809 $7, 885, 846 
14, 122, 201 9, 744, 952 5, 772, 321 6, 846, 330 7, 161. 521 
6, 664, 665 5, 661, 768 5,600,744 | 5, 389, 951 313, 851 


Total quick assets 35, 145, 789 24, 282, 580 , 381, 23, 331, 090 15, 361, 218 


Quick liabilities: 
Accounts payable and ac- 
erued liabilities ......._- 9, 171, 349 10, 182, 731 471, 9, 135, 286 11, 337, 966 
Advances from other funds. 13, 418, 684 , 333, 950 2, 250, 510 , 727, § 
Advance billings 11, 947, 281 \ 20, 928,455 | 11, 095, 663 338, 150 
Surplus 412, 187 


Total quick liabilities 34, 547, 314 23, 505, 888 39, 733, 488 22, 481, 459 14, 815, 691 


Difference. 598, 475 776, 692 647, 886 849, 631 545, 527 
R 1.017 1. 083 1. 016 1. 038 1. 037 


3 
2 Quick assets: | 

Cash 
4 Accounts receivable. 
Work in process. 

| 
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Statement of income and expense 


1953 actual 


1954 estimate 


1955 estimate 


neome; 
Operating expenses, Public Buildings Service (buildings 
management on): 


Subtotal _. 
Reimbursements from other appropriations 
Other income 


Total income 


Expenses: 
Operating 
Depreciation 


Total expenses 
Net operating income 


Nonoperating income or loss (—): 
Proceeds from disposal of assets: Serpe. 
Net book value of equipment disposed of (—) 
Net loss on disposition: of supplies 
and materials 


Net loss from disposal of assets 
Other nonoperating income 
Adjustments: Equipment 
Fair value of assets received from other sources: 
Equipment 
Inventory: Supplies and materials 
Net nonoperating 
Net income for the year 
ANALYSIS OF RETAINED EARNIN®S 


Retained earnings, beginning of year -- 
Payment of earnings to Treasury (—) 


Retained earnings, end of year 


$04, 572, 791 
26, 704, 51: 514, 


121, 277, 305 
40, = 702 


162, 326 


319 


$93, 482, 440 
19, 665, 300 


803, 000 
17, 216, 300 


“113, 147, 740 


154, 147, 740 


110, 019, 300 


41, 000, 000 


144, 452, 


161, 836, 492 
188, O18 


153, 772, 740 


144, 77, 600 
375, 000 


162, 024, 510 


154, 147, 740° 


14, 452, 600 


193, 816 


23,110 
—32, 585 


—12, 513 
188, 184 
25, 587 


13, 42 


3, 571 


218, 371 


412, 


412, 187 


—412, 187 


412, 187 


Breakdown of operating expenses 


1953 actual 


1954 estimate 


1955 estimate 


maintenance of Government-owned buildings: 
‘leaning 
Other operation and maintenance 
Rental, operation, maintenance, and repair of leased space . - 
Protection of buildings and property 
Repairs to Government-owned buildings in the District of 
Columbia 
Renovation and improvement of Government-owned build- 
ings in the District of Columbia. ._... 
Utility services to buildings operated by others in the District. 
of Columbia 
Moving and space adjustments 
Operation of communication facilities: 
Rapid written communications 
Extra services 
Civil defense protection 
Security guarding 
Miscellaneous specific projects 


Total expenses 


357, 241 


999, 632 
3, 010, 918 
11, 442, 292 


5, 991, 695 


$18, 530, 300 
27, 75%, 020 
59, 038, 954 

8,078, 000 


162, 024, 510 


| 34, 433, 300 : 
] 
27, 777, 500 
| 76, 186, 580 68, 840, 000 7 
9, 331, 376 8, 478, 000 
| 3,054,236 | 4,384, 000 4, 384, 000 
364,098 1,308,326 
1, 026, 000 1, 020, 000 
2, 543, 000 2, 504, 000 
11, 274, 000 11,974, 000 
| 1,480,876 | 1,392; 000 1, 392, 000 
1, 488, 613 
| 100, 771 150, 000 85, 000 
| 2, 616, 016 2, 500, 000 2, 500, 000 
| 6,700,000 6, 700, 000 
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| 1953 actual | | 1964 estimate 
ASSETS | 
Current assets: | 
Cash with U. 8. Treasury... _...... $7, 885, 846 | $8, 035, 997 
Accounts receiv 7, 161,521 | 7, 000, 000 
Supplies and materials inventory... _ 2, 125, 059 2, 125, 000 
313, 851 314, 000 
Deferred charges... 192, 569 | 192,000 
Total current assets... 679, 146 ‘1, 666, 
Equipment. . 1, 769, 637 2, 144, 687 
Less portion charged ‘off as ‘depreciation . ’ = 187, 488 562, 488 


Net fixed assets 


LIABILITIES 
Current liabilities: 
Accounts payable 5, 801, 370 5, 600, 000 
Accrued expenses. ; 6, 170, 981 4, 500, 000 
Advances from other appropriations. - Po? 4% 2, 727, 388 2, 000, 000 
Contract holdbacks__- 39, 073 39, 000 


Total liabilities... : = 076, 


INVESTMENT OF U 


. 8. GOVERNMENT 


Principal of fund: 
Donated assets, net 3, 772, 

Retained earnings... 


Total investment of U.S 


. Government... 


Total liabilities and investment of U. S. Government. 19, 261 


Statement of financial condition 


3, 72, 


4, 184, 


962 12, 477, 000 


187 | 
333 | 


,295; 19 


1, 582, 149 
205, iy 19,249, 146 


3, 000, 
146 3, 772, 146 


146 6, 772, 146 


772, 146 


240, 146 | 


000 


1955 estimate 


$8, 303, 
6, 580, 
2, 125, 


797 
000 
000 


314, 000 


192, 000 


17, 514, 


797 


2, 519, 687 
937, 488 


1, 582, 


149 


~ 19, 096, 946 


5, 857, 800 
3, 090, 000 


39, 000 
338, 


“9,7 772, 


19, 096, 946 


100 


9, 324, 800 


146 


Norte.— “Selected working capital (other Om oy with Treasury) included above is as follows: June 30, 


1953, —$5,283,662; 1954, —$2, 846, 000; 1955, —$113 


of funds 


Estimated distribution of average employment and objects of expenditure by source 


1954 


1955 


Operating Other Operating Other 

Bane expenses, | agencies nol enses, | agencies 

Manage- Public and ap- Manage- ublic and ap- 

ment Fund | Buildings propria- ment Fund Buildings propria- 

Service | vions | Service tions 
Average employment--...._._- 20, 235, | 16, 322 | 3, 913 | 19, 919° 16, 274 3, 645 
01 Personal services... 176, 600 $55, 774, 600 $13, 402, $68, ( 067, 600 700,000 “$12, 367, 600 
02 Travel....... 10,000 |...-- 10, 000 10, 000 | 10, 000 
03 Transportation of things. J 200. 000 150, 000 50, 000 | 200, 000 | “150, 000 50, 000 
04 Communication services..| 9,000, 000 200,000 | 8, 800, 000 8, 800, 800 200, 0€ 8, 600, 800 
05 Rents and utility services.| 64, 513,000 | 48, 469,000 | 16, 044, 000 | 54,883,000 | 44, 218, v4 10, 664, 026 
06 Printingand reproduction_, 85, 000 75, 000 | 10, | 85, 000 | 75, 000 | 10, 000 
07 Other contractual services.| 3,613,140 | 2, 109, 000 1,504,140 | 4,856,200 | 3, 502,326 1, 353, 874 
08 Supplies and materials..._| 7,000,000 | 5,945, 140 1,054, 860 | 7,000,000 5, 748, = 1, 252, 000 
09 Equipment.............-. 375, 000 300, 000 75, 000 | 375, 000 |” 300 75, 000 
13 Refunds, awards, and in- 

5, 000 5,000 |............| 000} 5,000 
15 Taxes and assessments... - 170, 000 120, 000 50, 000 | 170 O00 im, on 50, 000 


154, 147, 740 | 113, 147, 740 41, 000, 000 M4, 452, 600 019, 300 | 34, 433, 300 


— 
‘ 
| = 
| 
| 3,772,146 
a 9, 72, 146 
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Mr. Puriuirs. These pages deal with the buildings management 
fund. Do any members of the committee want to ask any questions 
on the sections that we have gone through up to now, particularly on 
the Public Buildings Service sections which I am now leaving? 


ADVANCED BILLINGS 


I want to ask on page 62, why you have such variations, especially 
in the item of advance billings. It is $12 million in February, a third 
of a million in March, $20 million in April; and why have you given 
only 5 months out of the year instead of a broader base to make a 
determination on it? 

Mr. Meptey. Mr. Turpin, do you want to take that question? 

Mr. Turptn. In answer to your specific question as to the variation 
in the amount of advanced billings from month to month, the advanced 
billings are made at the beginning of a quarter. So that is why there 
are still advanced billings outstanding on February of approximately 
$12 million, and then in March it drops down to only $319,000. That 
is the end of the quarter. In April it picks up again, the beginning of 
the quarter, and drops off in May and June. 

Mr. Paruurpes. What happened to January? 

Mr. Turpin. This fund was established at the beginning of January 
1953. 

Mr. Puiiurps. Didn’t we authorize that a year ago? 

Mr. Meptey. You authorized that a year ago, Mr. Chairman, but 
the authorizing legislation was such that the Administrator could fix 
a date to start operations, and January 1, 1953, was selected. T can 
see where that 5-month period might be a little misleading. I think 
the statement on page 64 gives you a better picture. I beg your 
pardon; page 66. 

WORKING CAPITAL 


vce Puiuures. On page 66 you show a working capital of how 
much? 

Mr. Meptey. $3 million. 

Mr. Puiurrs. I thought it was more than that. 

Mr. Meptey. No, sir. We had an appropriation last year of $3 
million, which appears in the 1954 column. 

Mr. Puarturs. Where did I get a figure in my mind of over $5 
million, $5,200,000, or something like that? 

Mr. Meptey. Our estimate was $6 million, of which you gave us 
half to initiate the fund. 

The thing I would like to point out, Mr. Chairman, is, as you will 
see in the 1953 column which represents the condition of the fund on 
June 30, 1953, cash was $7,800,000; whereas accounts payable and 
accrued expense totaled almost $12 million. You will notice advances 
from other appropriations. In order to pay our creditors when due 
we had, in effect, to borrow funds from other appropriations last 
June 30. It is to correct that situation that we are asking for the 
increased capital of $3 million. 

Mr. Puiuurps. You are asking us to increase your capital to $6 


million? 


f 
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Mr. Meptey. Yes, sir. 
Mr. Purtuips. That is for next year? 

Mr. Mep.ey. Yes, sir. 

Mr. Puituirs. Why do you have to do that if your principal 
problem is one of starting out with very little? Shouldn’t you be 
accumulating something? 

Mr. Meptey. No, sir, because any small profits that we make are 
for transfer to miscellaneous receipts of the Treasury. 

Mr. Tuomas. You don’t try to make any profit; do you? 

Mr. Meptey. No, sir. 

Mr. Puiuurrs. They don’t try to make a profit, but they have the 
money coming in and going out, which makes it a little difficult to 
see why we should give them $3 million. 

Mr. Tuomas. When did we set up the revolving fund; last year? 

Mr. Meptey. It was actually established January 1, 1953. It has 
been in operation 13 months, and last year you gave us $3 million 
capital. 

Mr. Tuomas. That is all you asked for? 

Mr. Mepuey. No, sir; we asked for $6 million. The authorized 
capital is $10 million. Our problem comes in June, at the end of the 
year. You see, a large proportion of the work in the fund is on a 
reimbursable basis, all of which we do not get advances on, par- 
ticularly on the job-order work. It takes on an average about 60 
any to cost out the work, bill it, and receive our collections. 

Ir. THomas. How often do you turn that stock? 

Mr. Mepuey. We are doing a total business through the fund of, 
I believe, $145 million. 

Mr. Tuomas. How often do you turn it? 

Mr. Meptey. Twenty-four times on that basis. 

Mr. Tuomas. No. 

Mr. Meptey. On the job work, about six times, based on a capital 
of $6 million instead of $3 million. 

. Mr. Paiuurps. You show in your own estimates a lag of about 63 
ays. 

Mr. Tuomas. He has to have more money. 

Mr. Puiurrs. But I don’t think he needs $6 million. My caleu- 
lation is that you ought to have about $5 million. Is that what you 
expected to get? 

Mr. Mep ey. Itis not, sir. Based on our most careful calculations 
we think that we need $6 million. Of course we will only withdraw 
from the Treasury that amount which is actually needed. If at the 
= the year we only need $5 million in cash, we will only use $5 
million. 

Mr. Tuomas. What do you figure, about $25 million every 60 
days. That is how often your accounts become current. You figure 
in that period of 60 days. about 25 percent of your customers are a 
little bit late with dues; is that the way you arrive ar the $6 million? 

Mr. Meptey. Substantially, although we figure it slightly differ- 
ently. We do about $40 million worth of reimbursable work a year, 
for which we do not get advances. We have a 60-day lag. That is 
one-sixth of $40 million, roughly $6,666,000. So, we feel our esti- 
mate is to that extent a little bit shy. 
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Reparr, IMPROVEMENT AND EQuipMENT 


Amounts available for obligation 


1953 actual 


1954 estimate 


1955 estimate 


Appropriation or estimate 
Reimbursements from other accounts 


Obligations incurred 
Comparative transfer from— 

“Renovation and improvement of federally owned build- 
ings outside the District of Columbia, General Services 
Administration” 

“Repair, preservation, and equipment, outside the Dis- 
trict of Columbia, General Services Administration’. __. 


Total obligations 


$14, 000, 000 
200, 000 


$12, 000, 000 
200, 000 


9, 377, 185 


14, 200, 000 


13, 384, 416 


15, 461, 762 


12, 200, 000 


Obligations by activities 


Description 


1953 actual 


1954 estimate 


1955 estimate 


Direct Obligations 
1. Minor repairs and improvements 
2. Major repairs and improvements 
3. Post-office work-space improvements 
Total direct obligations 
Obligations Payable Out of Reimbursements From Other Accounts 
1. Minor repairs and improvements 


Total obligations 


$9, 250, 000 
5, 011, 762 
1 


$9, 000, 000 
3, 000, 000 


13, 193, 596 


190, 820 


15, 261, 762 


200, 000 


12, 000, 000 


200, 000 


13, 384, 416 


15, 461, 762 


12, 200, 000 


Obligations by objects 


Object classification 


1953 actual 


1954 estimate 


1955 estimate 


Summary of Personal Services 


Total number of permanent itions 
Full-time equivalent of all other positions______- 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average 


Average grade 


Personal service obligations: 
Permanent positions 
Other positions. 
Regular pay in excess ‘of 52-week base_- 
Payment above basic rates 


Total personal service obligations 


Rents and utility services...................-.-----.- 
Printing and reproduction 
Other contractual services. 
Supplies and materials 
Equipment. 
nds and structures 
Refunds, awards, and indemnities.__- 
Taxes and assessmen 


$1, 601, 660 
6, 240 
5, 100 


1, 613, 000 


ruses 


SPs 


ns 


222222222225 


—'— - 03 
12, 200, 000 04 
05 
4 06 
| 07 
| $4,007,231 | 1, 261, 762 08 
15 
$9, 186, 365 
} 
7 
1] 
Crafts, protective, and custodial grades: 
$3, 744 $3, 740 $3, 780 
Direct Obligations ] 
485 100, 000 
Communication services ‘ es 132 25, 000 
By 730 25, 000 
185 80, 000 
rae 939 7, 773, 800 
981 2, 000, 000 
497 25, 000 
ae 594, 320 500, 000 
+e 202 200 
2, 749 3, 000 
Total direct obligations... | 13, 193, 596 | | 12, 000, 000 | 
| 
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Object classification 1953 actual | 1954 estimate | 1955 estimate 


$170, 000 | $170, 000 
, 500 


Obligations Payable Out of Reimbursements From Other Accounts 
1, 325 


‘Transportation of L | 
Communication services. 
Rents and utility 
Printing and reproduction 
Other contractual services 
Supplies and materials............ -.......-.- fie 
Taxes and assessments 


Total obligations payable out of reimbursements from 
other accounts , 8: 200, 200, 000 


13,384,416 | 15,461,762 | 12, 200, 000 


Analysis of expenditures 


1953 actual | 1954 estimate 1955 estimate 


$4, 500, 000 


Unliquidated obligations, start of year 


Obligations incurred during the year ---------| $14, 200, 000 1. 12, 200, 000 


14, 200, 000 16, 700, 000 


uct: 
Reimbursements + ahem 200, 000 200, 000 
Unliquidated obligations, end of year 4, 500, 000 000, 000 


Expenditures are distributed as follows: 
Out of current authorizations 8, 000, 000 
Out of prior authorizations 3, 500, 000 


Mr. PHILLIPS. We will take up now “Repair, Improvement, and 
a samen Please place in the record at this point pages 68 through 


‘(The pages are as follows:) 


Repair, IMPROVEMENT, AND EQuipMENT 


$14, 000, 000 
— 2, 000, 000 


12, 000, 000 
APPROPRIATION LANGUAGE 


“Repair, improvement, and equipment of federally owned buildings outside the 
District of Columbia: For expenses necessary for the repair, alteration, preserva- 
tion, renovation, improvement, equipment, and demolition of federally owned 
buildings outside the District of C olumbia, not otherwise provided for, including 
grounds, approaches and appurtenances, wharves and piers, together with the 
necessary dredging adjacent thereto; acquisition of land as authorized bv title 
ITI of the act of June 16, 1949 (40 U. g.C. 297) ; not to exceed [$146,700] $100,000 
for expenses of travel; ‘and care and safeguarding of sites acquired for Federal 
buildings; [$14, 000 000] $12,000,000, to remain available until expended.” 


GENERAL STATEMENT 


“Repairs, renovations, and improvements are made to more than 5,400 federally 
owned buildings outside the District of Columbia which were acquired at a cost 
of approximately $1,000,000,000 and contain nearly 104,000,000 gross square 
feet of floor space. 

“1. Minor repairs and improvements.—Normal minor repairs costing less than 
$25,000 per project are made. Increasing age of the buildings and other factors 


7 03 100 | 100 
| 04 200 | 200 
05 100 100 
06 1, 000 | 1, 000 
3 07 24, 300 | 24, 300 
08 2, 500 | 2, 500 
4 15 300 300 
4 
9, 500, 000 11, 500, 000 
q 
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have created an extensive backlog of needed repairs. For 1955 it is proposed to 
limit this program to only the most urgent work essential to safe operation and 
prevention of excessive deterioration. 

“2. Major repairs and improvements.— Major repairs and improvements costing 
more than $25,000 per project are made to selected buildings. The 1955 program 
provides for some 50 high-priority projects at an average cost of $60,000 each. 

“3. Post office work-space improvements.—Funds for continuing this program 
for which an initial $1,000,000 was provided in 1954 will be the budgetary 
meee of the Post Office Department in 1955.” (From the budget for 


Summary reconciliation of 1955 estimate to 1954 appropriation 


Appropriation for 1954 
uctions: 
Post office work-space improvements 
Postponement of needed renovations and improvements 


Total estimate for 1955 


1, Minor repairs and improvements 
2. Major repairs and improvements.__-..__.....-.----- 
3. Post office work-space improvements 


JUSTIFICATION 


The more than 5,400 Federal buildings which must be serviced under this 
program include office buildings, post offices, Public Health Service hospitals, 
quarantine and Coast Guard stations, courthouses, customhouses, border inspec- 
tion stations, mints, bullion depositories, and Veterans’ Administration clinics. 
Unsatisfactory conditions exist in many of the buildings because repair funds 
have not been adequate to provide for (1) increasing age of a great number of 
the buildings, (2) increase in volume of postal activities, (3) alterations in hospital 
space to meet advancements in the medical field, and (4) progressive increases 
in labor and material costs. 

Separate explanation and justification of the two objectives of the 1955 program 


follow: 
1. M*nor repairs and improvements 


1953 1954 1955 


Gross square feet of space 103,031, 263 | 104, 290, 263 103, 730, 223 
Unit expenditure $0. 0892 $0. 0887 $0. 0868 


Performance cost .. $9, 186, 365 $9, 250, 000 $9, 000, 000 


The decrease of 560,040 square feet for 1955 is due to the closing during 1954 
¢ cr Public Health Service hospitals at Cleveland, Ohio, and Fort Stanton, 

. Mex. 

The following tabulation shows the volume and estimated workload and work- 
load accomplishment for 1953, 1954, and 1955: 


| 
| 
E: 

$14, 000, 000 

1,000, 000 
1, 000, 000 
Analysis by activities 

1954 Deductions} Additions 1955 
$9, 250,000 | $250,000 $9, 000, 000 
1,000,000 | 1,000,000 
Total. 14,000,000 | 2,000,000 |............] 12,000,000 a 
$ 
fe 
p 
fc 
a 
e} 
N 
| Pe 
ri 
fi 
ti 


Actual, 1953: 
Work on hand, July 1, 1952 : $11, 370, 520 


Total workload, 1953 
Work accomplished, 1953 


Estimated, 1954: 
Work on hand July 1, 1 ‘ 


Total potential workload, 1954 
Work to be accomplished, 1954 


Estimated, 1955: 
Work 


16, 475, 509 
13, 000, 000 


Total potential workload, 1955 5, 22: 29, 475, 509 
Work to be accomplished, 1955 9, 000, 000 


Balance to be carried forward to 1956 3 20, 475, 509 


Due to the inadequacy of funds, it has been necessary to (1) limit repairs to 
only the most urgent cases, thus increasing the backlog of work to be accom- 
plished; (2) eliminate almost entirely the preventative maintenance program; 
and (3) limit minor space adjustments requested by occupants agencies to such 
an extent that constant complaints are being received concerning the inability of 
GSA to meet their operating requirements. 

It is anticipated that new work will be generated in 1954 and 1955 costing 
$12,500,000 and $13 million, respectively. These estimates are substantially in 
excess of the appropriation of $9,250,000 for 1954 and the estimate of $9 million 
for 1955. The already extensive backlog will increase and contribute further to 
progressive deterioration of the properties. 

The estimates for minor repairs arising each year average 12.5 cents per square 
foot. In comparison, the $9,250,000 available for 1954 limits expenditures to an 
average of 8.87 cents. The estimate of $9 million for 1955 will permit the average 
expenditure of only 8.68 cents per square foot. 


2. Major repairs and improvements 


Number of projects 53 S4 

Average cost per project $75, 608 $59, 664 

$4,007,231 | $5, 011, 762 | 
1, 261, 762 


The following principal types of work are performed under this program: 

(a) Providing mail bandling facilities in postal installations throughout the 
country required to accommodate expanded parcel post traffic. 

(b) Renovation and improvement of court facilities for the judiciary. 

(c) Providing adequate ventilation for courtrooms and mail-handling space. 

(d) Renovation and modernization of hospital facilities. 

(e) Replacement of old plumbing facilities, elevator installations, and dete- 
riorated boiler and heating plants. 

(f) Major exterior and interior painting. 

When this program was initiated in 1950, work to be accomplished totaled 
286 projects estimated to cost $25,510.570. Advancing prices increased that 
figure to $28,100,000 by time of accomplishment. During the past 4 years addi- 
tional needs have increased the program by 485 projects estimated to cost 
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projects | Cost 
2, 483 13, 225, 509 
2,500 | 12, 500, 000 
4,983 | 25,725, 509 
2, 360 9, 250, 000 
| 
| 1953 1954 | 1955 
50 
$60, 000 
$3, 000, 000 
Cost from 1964 appropriation... | 
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$48,458,585. Through 1954 it is estimated that a total of 374 projects will have 
been completed. The program for 1955 contemplates the financing of 50 high- 
priority projects. 


Number of 
pro Cost 

Work estimated to be accomplished by: 

1954 67 3, 750, 000 

Total potential workload, 1054-06. . . 117 6, 750, 000 

Balance to be carried forward to 1956. 347 40, 558, 585 


The $3,750,000 appropriated for 1954 will permit the accomplishment of only 
67 of the most urgent projects. This will leave 397 projects still to be accom- 
plished from the 1950-53 workload plus any additional projects that may be gener- 
ated subsequent to 1953. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See condensed green sheet schedule) 


Personal services and staffing. —$1,443,000 is a reduction of $87,000 in funds and 
23.3 in average employment below 1954. Personnel required for carrying out this 
program cannot be reduced in proportion to the overall reduction in funds, as the 
number of buildings to be serviced in 1955 will be practically the same as for 
1954 and periodic inspections of their elevators, boilers, and other mechanical 
equipment must still be made to insure safe operation of the buildings. 

Travel.—$100,000 is a reduction of $10,000 under 1954. Considerable travel is 
required for the minor repairs and improvements activity involving on-site inspec- 
tion of buildings to determine work requirements, inspection of work accomplished, 
and periodic inspection of elevators, boilers, and other mechanical equipment. 
On-the-site engineering supervision is necessary for most of the projects accom- 
plished under the major repairs and improvements activity to insure compliance 
jo contract specifications. The amount estimated will provide for travel as 
ollows: 


Days 
Minor repairs and improvements, 65 employees, at 50 days_-_-----_---- 3, 250 
Major repairs and improvements, 30 employees, at 43 days_...--..----. 1, 


4,550 days at approximately $22 per travel day equals $100,000. 

Other objects, $10,457,000.—Except for nominal sums for program supervision, 
the amount is for project expenses. The large amounts shown in ‘08 Supplies 
and materials” and ‘09 Equipment’’ are for lump-sum orders for common-use 
program supplies and equipment for delivery to the project sites. 

Mr. Patties. Where do I find in this budget request the items 
that you want for major or minor improvements? You better make 
some explanation here as to just what you want to do. 

Mr. Reynoups. Mr. Chairman, this estimate applies only to 
projects outside of the District of Columbia. 

Mr. Puiiures. Well, I would like to put in here in the same place 
in the record the repairs in the District of Columbia. What pages 
are those? 

Mr. Meptey. Page 25, Mr. Chairman, which I believe is already 
in the record. That includes the major repairs and improvements 
contemplated for 1955 in the District of Columbia. 
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REBUILDING ELEVATORS 


Mr. Puiuuirs. We already have that in, so I will not repeat it. 
But that, Mr. Mansure, is where [ said that you had allowed for the 
rebuilding of 3 passengers elevators at a cost of $32,000 each, which 
I think is about the cost. I think you are slightly high, probably. 
We have just rebuilt a freight elevator, which runs with the rapidity 
of — elevator, and it cost us $30,000 to do it, up here on 
the Hill. 

Mr. Mansure. We have done some rebuilding. What have the 
actual costs run? 

Mr. Reyno.tps. They have ranged areund $32,000; some a little 
less and some a little more. 

Mr. Puiuies. There is an allowance for 3 in the Commerce Building 
at $25,000. Are all those items absolutely essential in this fiscal year? 
I am talking about the items on page 25. 

Mr. Mansure. What is the situation on those? 

Mr. Reynoups. The reason we put in the elevator is that we get 
improved service and save a considerable amount of money by the 
people that we can release on the payroll. I would say it can be 
postponed, if you so desire. 

Mr. Patuiips. Why can’t you give us the same sort of breakdown 
as to how you want to sperd the $12 million? 

Mr. Reynovps. Nine of it is normal repair, just run-of-the-mine, 
like fixing leaks, and things of that sort. The $3 million is for large 
repairs, those that run over $25,000. They are very difficult to break 
down, to give you a list that we can stand by, because we have to 
depend on working with the Post Office and with the Federal Courts 
on those items. 

Mr. Puiturrs. Are they for the most part in post offices? 

Mr. Reyno.ps. Yes; largely in post offices and courts.. We are 
facing a very serious situation in the courts because they are adding 
some 30 judges, I believe, who will have to be accommodated. 

Mr. THomas. Would it be helpful, Mr. Chairman, to let him give 
you a little general picture of these properties? This appropriation 
has been cut now 4 or 5 consecutive years, and we are cutting off our 
nose to spite our face, because it will catch up with us sooner or later 
and then we are going to have to reach down really deep. 

Mr. Purtuurps. I am inclined to agree with that. We have that on 
pages 69, 70, and 71, particularly on 69 and 70. If you want either 
Mr. Reynolds or Mr. Mansure to supplement that, they may do so. 


POST OFFICE WORKSPACE IMPROVEMENTS 


Mr. Reynoups. I think I should point out one thing here, Mr. 
Chairman. In the appropriation for this fiscal year there was included 
$1 million for improvements to post office workrooms. It was based 
largely on some tests that we had run in some of our general purpose 
space, and also a test that was run by the Post Office Department 
at Richmond, Va., in the post office there. 

The feeling by the Bureau of the Budget now is that that improve- 
ment which is directly required by the post office for improved 
efficiency in the workrooms themselves, such as painting, lighting, and 
things of that sort, should be included in the post office budget rather 
than in this budget. 
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I think one of the reasons for it was that there would be charged 
to the mails the actual cost, insofar as it may be reasonably determined 
in, oa ges to the handling of the mail. So we do reduce this by $1 
million. 

Mr. Yates. On page 70 there is a statement under subparagraph 
(a), which reads as follows: 

Providing mail-handling facilities in postal installations throughout the country 
required to accommodate expanded parcel post traffic. 

Do you get reimbursed for an item like this from the Post Office 
Department? 

Mr. Reynoups. No; that,is what we are required to do under this 

Mr. Yates. How much is involved in an appropriation of that type? 

Mr. Reynoups. We have $3 million for major renovations. 

Mr. Yaruzs. For parcel-post traffic? 

Mr. Reynoups. Partly, but it covers every project that costs ap- 
proximately $25,000 and over. It may be the renovation for a new 
courtroom. 

Mr. Yates. You have $3 million. My question, Mr. Reynolds, 
was directed to subparagraph a, relating specifically to postal installa- 
tions. What portion of the $3 million is attributable to that? 

Mr. Reyno.ps. I don’t have the performance data now. I would 
say basically this money has been used greatly for renovation of 
courts for the last 2 fiscal years, because there has been a great number 
of judges added. We had to add 4 courtrooms in Chicago and 2 in 
San Francisco. 

Mr. Puiuures. It sounds to the committee as if this was just a figure 
taken out of the air with no knowledge as to what you were going to 
spend it for, on the assumption that you would probably spend that 
much. From previous years you estimate that that is about how much 
that should be asked for? 

Mr. Yares. Coupled with the fact that I wonder why the postal 
appropriation doesn’t cover subparagraph (a). It seems more like 
a renovation or a repair, rather than a permanent installation. 

Mr. Reynoups. No, this work that we do for the Post Office is a 
part of the basic structure of the building and the extension of certain 
mail-handling equipment, and things of that sort, as differentiated 
from an improvement program which has for its purpose the increasing 
of lighting, the doing away with case lights, and all that sort of thing. 

Mr. Puiturps. You have put no money in there for lighting. That 
was one of the omissions that caught my eye. You have no money in 
the $3 million for lighting? 

Mr. Reyno.ps. it is included in there. We can put in the record, 
is you wish, the improvement projects that we are having for the fiscal 
year 1953, which I have before me. 

Mr. Puruurps. 1953, or 1954? 

Mr. Reyno.ps. This is 1953. We can give you a very close ap- 
proximation of what there will be in 1954. 

Mr. Puturrs. Will that be satisfactory; Mr. Yates? I think we 
should have it. 

(The statement referred to follows:) 
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1954 major repair and improvement program outside the District of Columbia 


Location Type of building 


Scope of work 


Amount 


Arkansas: Newport... 
California: 


Colorado: 


Mlinois: 
Chieago..... ........ 
America Fore Bldg_ 
Towa: 
Des Vets. Adm. Bldg____ 
Ss: 
jana: 
Pic. 
New Orleans__- 
P.O 


O. South Boston 
Annex. 
bomen PO. & CoB 


Michigan: Detroit______ Pi O. 
Montana: Bozeman....| P. 
Nebraska: Lincoln_____- P.O. & Ct. H.. 


New Jersey: Atlantic | P. O. (Old)__.........- 
City. 
New York: 


Extension and remodeling 


do 

Painting, lighting, and ventilation 

Extension to mailing platform and drive- 
way, new marquee and parcel-post 
chute. 


Insulation and ventilation and fire-protec- 
tion facilities. 
Painting and miscellaneous building 
repairs, new mailing platform. 
Painting, rewiring, and repairs to lighting 
and plumbing. 


Extension of building and driveway 
New roof 


way, new mailing platform, and screen- 
line alterat ions. 


Repairs to plenim chamber. 
rra cotta repairs 
Miscellaneous building repairs 


New mailing platform and driveway 

ot lighting, and miscellaneous 
repal 

Misce il building alterations__..____ 

Additional mailing platform and miscel- 

laneous building repairs. 

Extension and 

Painting and miscellaneous building re- 
pairs. 

Remodeling cold storage building 

Alterations to X-ray facilities_. . 

Painting and miscellaneous building re- 


airs, 
Exterior painting and floor repairs.....___- 
Painting, lighting, and ventilation __ 
Alterations, painting, lighting, and mis- 
cellaneous building repairs. 


Replace 

Replace entranee doors and linoleum, in- 

stall acoustical ceilings. 

Painting, door replacements, and miscel- 

laneous building repairs. 

Extension to driveway and mailing plat- 

form. 

Miscellaneous alterations and building 
repairs. 

Replace terra cotta parapet with metal___. 


Lighting and miscellaneous building 
repairs. 

Lighting and miscellaneous repairs... 

Interior painting and miscellane ous repairs. 

Exterior painting 

Interior and exterior painting_ 

Floor repairs 


SSS P. O. Bronx Central Sta 
Staten Island______. 7.2. ...... 
West Bullion 


1 Post office work-space improvements. 


Interior and exterior painting and drive- 


New water mains, electrical changes, and 


Remodeling heating ‘sy stem, interior 
painting, roof and masonry repairs. 


way extension. 


Workroom alterat ions, extension to drive- 


$48, 400 


26, 000 
26, 000 


330. 000 
34, 000 


57, 500 
47, 000 
39, 500 


26, 500 
54, 000 


175, 800 
72, 000 
42, 000 


72, 000 
44, 500 


32, 000 
40, 000 
93, 200 
28, 600 
61, 500 
71, 000 
44, 300 
42, 300 


1 268, 000 
80, 500 


92, 000 
40, 000 
38, 500 
32, 300 


32, 000 
27, 000 


54, 600 


44, 000 
32, 000 
£2, 000 
33, 000 
40, 900 
30, 200 


44, 300 


miscellaneous repairs 


Painting roof, masonry, and miscellaneous 


repairs. 


68, 000 
34, 000 


Do F.O.B 
Connecticut: 
| 
Massachusetts: 
| 
| 
| 
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1954 major repair and improvement program outside the District of Columbia—Con. 


Location Type of building 


Scope of work 


Amount 


North Carolina: 
Asheville 


Pennsvivania: 


Philadelphia_.......| P, O. North Phila. Sta_- 


B. 128 No. Broad 
St. 


South 
Charlesto 

Tennessee: Nashville 

. O. (old) 


B. 1114 Commerce 


Week ington: Vancou- 


West Virginia: 
Charleston 


Huntington... 
Parkersburg - 
Wheeling 
& Ct. H 


Total authorized 
to 77 proj- 


Painting and miscellaneous building 
repairs. 

Driveway extension, replace stokers, and 
miscellaneous mechanical repairs. 


Remodeling basement, 
driveway. 

Stone resetting and interior painting 

Interior painting and plaster repairs 

Repairs to driveway and mailing plat- 
form, painting, and miscellaneous alter- 
ations, 

New mailing platform, driveway, and 
screenline changes. 


Interior and exterior painting and miscel- 
laneous repairs. 

Installation of oi] burners and interior and 
exterior painting. 

Painting, lighting, and ventilation 

Extension to workroom 

New elevator and miscellaneous repairs __ 


vestibule, and 


Replace elevator and interior painting... 


New elevator, Renting, and miscellaneous 
building repairs. 
Modernizing plumbing and lighting... 


Miscellaneous alterations, lighting, and 
painting. 


building alterations and 


Addition to garage building 
a and miscellaneous building re- 
pairs, 


New heating facilities 
Painting and masonry repairs 


Painting and floor repa’ 

Interior painting, building alterations, and 
elevator repairs. 

— and miscellaneous building re- 
pairs. 


Interior painting, repairs to marble and 
masonry. 

Miscellaneous building repairs 

Elevator 


Replace courtroom lighting and miscel-_ 


laneous building repairs. 
New — vestibule and miscellaneous 


repa 
and miscellaneous 


Reserve for contract 
contingencies and pro- 


esign, en- 
gineering supervision 
= program supervi- 


gram changs 
Inspection, 


Total, major re 


pairs and pad 
provements. 


$35, 700 


1 Post-office work-space improvements. 


Agri. Sta.—Agricultural Station 

Ct. H.—Court House 

Zed. Cent.—Denver Federal Center 
O. B.—Federal Office Building 

Mint Building 

P. P. Sta.—Parcel Post Station 


—Post Office and Court House 
ar. Office Garage 
. Hosp.—Public Health Service Hospital 
Bldg.—Veterans’ Administration Office 


m= 
Ohio: 
35, 800 
wae 
ep 28, 700 
52, 900 F 
Eagle Pass.........-| P. O. & Ct. H.......... 42, 500 
Galveston ._......-.| P. H. 8. 52, 000 
Utah: 
Salt Lake City....../| F, 0. 31, 000 
Virginia: 
I 
} 30, 500 
27, 600 
27, 900 
Wis 124, 000 I 
A | 85, 000 
407,08 0 
t 
li 
t 
CODE h 
P.O.— a 
P.H.S Se 
Build 
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POST OFFICE BUILDING IMPROVEMENTS 


Mr. Yates. Do I understand that there is no money proposed under 
the Post Office Department appropriation bill for any of the physical 
properties pertaining to real estate? In other words, it is entirely 
within your jurisdiction? 

Mr. Reyno.ps. No, it is not. They get a substantial appropria- 
tion covering the same things that we do, but our operation is limited 
to Federal buildings. They have a tremendous number of rented 
structures. 

Mr. Yates. You don’t have jurisdiction over the rented structures? 

Mr. Reynoups. None whatever. 

Mr. Yares. Only those owned by the Federal Government? 

Mr. Puiuuips. Which is what proportion of the number? 

Mr. Reynoups. It includes the big ones. But I think in number 
we have about 4,500 or 5,000 buildings, and I believe they have some 
400,000 post offices. 

Mr. Yarrs. Do they have a real-estate department taking care of 
their installations, too? 

Mr. Reyno.tps. Yes; taking care of all their rental properties. 

Mr. Yates. Isn’t that what your organization is supposed to do? 

Mr. Reynoups. No; we were to take care of general-purpose space, 
offices, courts, and things of that sort, and also to operate buildings 
where the space occupancy was for general-purpose space, where it 
was 50 percent of the total amount of the space in the building. 

Mr. Puruures. Mr. Medley wanted to tell me something about 
lighting. You say that in post offices that is on a different basis 
than in courts? 

Mr. Mepuey. Yes. The Bureau of the Budget determined that 
the funds for improving lighting and working conditions in post 
office work space would be in the Post Office Sodaak That is the 

reason it is excluded from ours. 

Mr. Putuurrs. Do you understand that, Mr. Yates, that the 
money for lighting is in the Post Office budget and not in here? 


Mr. Yares. In the report of the bill that comes to the floor to- 
morrow it is stated: 


The division of real estate which is responsible for the operation of all Govern- 
ment-owned and leased buildings is under the jurisdiction of the postal service 
and the procurement of fuel and utilities services. 

The Post Office Department does not have charge of procurement 
of fuel and utilities services for Government-owned 5 Ys does it? 

Mr. Reynoutps. Yes, for those Government-owned buildings where 
the post office occupies more than 50 percent of the space; if it is less 
than 50 percent of the space, we handle it. 

For the lighting improvement—I am talking about it as differen- 
tiated from just normal replacement, and things of that nature— 
lighting improvement in workrooms will probably now be handled by 
the Post Office Department. They will seek the funds for it. We do 
have the lighting problem in all other space in the courts and offices, 
and things of that sort. 


Mr. Puiurs. Mr. Skarin, put that down on your duplication 
schedule. 


\ 
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Hospitrau Factuiries THE Disrrict or CoLuMBIA 


I will conclude today’s hearings, unless other members of the com- 
mittee have questions they want to ask, with the hospital facilities in 
the District of Columbia, for which you ask $4% million. For the 
benefit of the committee, that is the same spending object that Mr. 
Dewey and several local men came in to testify and to support. 

We will put page 77 in the record. 

(The justification referred to is as follows:) 


Facruiries IN THE DistRIcT oF COLUMBIA 


(Liquidation of contract authorization) 


APPROPRIATION LANGUAGE 


“Hospital facilities in the District of Columbia (liquidation of contract authoriza- 
tion): For payment of obligations incurred pursuant to authority provided under the 
head ‘Hospital center, District of Columbia,’ in the Independent Offices Appropria- 
tion Act, 1949, to enter into contracts for construction, $4,500,000, to remain available 
until expended: Provided, That this amount may be disbursed through the appropria- 
tion ‘Hospital facilities in the District of Columbia,’ but shall be accounted for sepa- 
rately therein.” 

GENERAL STATEMENT 


“Improvements of private hospital facilities in the District of Columbia are 
made under legislation authorizing appropriations of $35 million. 

“1. Hospital center —Under appropriations of $2,200,000 and contract authori- 
zation of $19,500,000, a site has been acquired and a contract for excavation, 
grading, and roadways was awarded in October 1953. Award of the main con- 
struction contract is scheduled for August 1954, with completion in May 1957. 
Construction expense during 1955 will require an appropriation of $4,500,000 
under the associated account ‘Hospital facilities in the District of Columbia, 
liquidation of contract authorization.’ 

“2. Grants for hospital facilities—-Under an appropriation of $11,400,000, 
grants are being made to private agencies for improving their hospital facilities.”’ 
(From the budget for 1955.) 

The $35 million authorized for programs under Public Law 648, 79th Congress, 
as amended by Public Law 221, 82d Congress; Public Law 424, 82d Congress; and 
Public Law 207, 83d Congress, has been administratively allocated as follows: 


1. Hospital center $21, 700, 000 
2. Grants for hospital facilities 11 000 


Total allocated 
Unallocated 


JUSTIFICATION 


1. Hospital center—The following is a summary of actual and estimated obliga- 
tions and expenditures by years for this project: 


Obligations Expenditures 


$286, 991 
1, 210, 000 
17, 650. 000 
1, 790, 000 
763, 009 


21, 700, 000 


| 

; 

Fiseal year 
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Acquisition of the site, preparation of drawings and specifications, supervision 
of construction and progress payments to the contractor will require cumulative 
expenditures of $6,700,000 through 1955. As cash appropriations to date total 
$2,200,000, an appropriation of $4,500,000, as a partial liquidation of the total 
contract authorization of $19,500,000, is requested in 1955 to meet cash require- 


ments. This will leave unfinanced contract authorization of $15 million for liqui- 
dation subsequent to 1955. 


2. Grants for hospital facilities—The grant program will progress concurrently 
with construction and improvement programs of participating hospitals and is 
scheduled for completion in 1957. No appropriation is requested for this purpose 


for 1955. 

Mr. Puiuurrs. You are asking for $4% million. There was no 
money in the budget last year. It leaves an unappropriated balance 
of how much, Mr. Reynolds? 

Mr. Reynoups. We have an authorization of $21,700,000, or it is 
so assumed. 

Mr. Puitirrs. What do you mean by, “It is so assumed”? 

Mr. Reynoups. There is an overall authorization for this, and other 
buildings, which is not allocated by building of $35 million, but the 
action of the Appropriations Committee is such that we draw from 
that that the limit for the hospital center shall be $21,700,000. 

Mr. Puiuures. For the hospital center? 

Mr. Reynotps. That is right; we have had $2,200,000 appropriated 
and we have contract authority for $19,500,000. We are asking for 
$4% million—— 

Mr. Purtures. To apply on the $19,500,000? 

Mr. Reynoups. That is right. That is our estimate of the amount 
of funds that will be required to carry us through. 

Mr. Meptey. That will leave $15 million unappropriated balance 
of contract authority. 

Mr. Puitures. What troubles me a little bit is that I thought that 
we allowed you enough money last year to level the ground and put 
in certain foundations. 

Mr. Reynotps. We have a contract underway now which runs 
for about $225,000 for grading and for putting in paving, and things 
of that sort. 

Mr. Purtires. What will you spend the $4% million for? 

Mr. Reynoxps. This will apply on the basic contract. 

Mr. Puituirs. What are you going to get for this in the current 
fiscal year? 

Mr. Reynotps. It will pay the contractor for the work that he 
performs during that year. The contract itself will be many more 
millions than that, the basic contract. 

Mr. Puiuurps. We will try again. What will you have at the end 
of the year to show for the balance $4 million? 

Mr. Reynotps. We will probably have the foundation and maybe 


the frame up, and I assume that the contractor would hope to have 
the roof on. 


Mr. Puitures. For $4% million? 

Mr. Reynoutps. That may be a little ambitious. I haven’t broken 
it down to just what his progress will be. What we did in order to 
arrive at what our of payments was to be —— 

Mr. Purures. If you don’t Silber what the contractor is going to 
do, or where you are going to go, how did you know what to ask for? 

Mr. Reynoips. We based it upon the contract period of time of 
when we expect to award the contract, the past records as to how 
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that money goes out of the Treasury, which is different from the 
progress of the contractor himself. 

Mr. Puitups. Did you consult the contractor? 

Mr. Reynoups. There is no contractor, because we haven't 
awarded the contract for the main building. We have only awarded 
a contract for grading. During the next fiscal year we will award the 
contract for the main structure, and we will do sufficient work, 
according to our estimate during fiscal 1955, to require $4% million. 

Mr. Puiturrs. How did you get that figure? Did you reach out 
and get it? 

Mr. Rrynoups. No, as I said a moment ago, it is based on our 
experience record as to how fast money is required if a job, we will 
say, requires 18 months, 2 years, or 30 months. It is as careful an 
estimate as we can make based upon a considerable amount of 
experience, 

Mr. Puttures. Let me point to the figures at the bottom of the 
page. Do you expect to have spent during fiscal 1953 $275,085? For 
the fiscal year 1954, which is to the end of June of this year, you have 
$1,200,000 more which makes $1,475,085, and you expect to spend 
in fiscal 1955, $5,224,915, which means by a very peculiar coincidence 
that all comes out to round figures, $6,700,000, and you are asking for 
$4,500,000 for next year. Have you got $2,200,000 in your pocket? 

Mr. Mep.ey. Yes, sir. 

Mr. Puiuures. Well, I finally found out how you figured it. 

Mr. Yates, do you have any questions? 


Funps AVAILABLE FOR OBLIGATION IN 1954 


Mr. Yares. I have been going through this appropriation on page 
5—perhaps you would like to answer this tomorrow after reflecting 
on it—on page 5, if I understand this correctly, as Administrator, 
you have something like $2,156 million available for spending during 
fiscal 1954; is that correct? 

Mr. Meptey. Available for obligation. 

Mr. Yates. Which I assume is available for spending. The 
General Services Administration was set up under one of the Hoover 
plans for efficiency in operation and economy. My question is 
whether the GSA is now too big for any single person to handle. I 
would like to receive the Administrator’s view on that. 

Mr. Mansure. I could answer that—— 

Mr. Yares. I don’t mean to embarrass you in any way. Mr. 
Mansure, you have been in office for a year. You are a pretty good 
business executive back in Chicago. You know about these things, 
but I wonder whether or not the Congress has really gotten itself into 
a box by combining so many activities under one agency? 

Mr. Sinseus S is a very good question. However, a lot of 
these funds are available for the stockpiling program and borrowing 
authority. That breaks down into very definite units of operation. 
When we cover the hearings tomorrow and we have EPS along with 
ODM in here you will find that much of this expenditure of money is 
mechanical, based on directions through ODM back to the merged 
pp” waa which was previously DMPA, which is now a division 
0 Ss. 

Mr. Yates. Don’t you have any responsibility for those things? 
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Mr. Mansvure. It is a ministerial operation. The procurement of 
these materials, the transportation, the storage, and the protection 
of those materials. So I would say ‘no’ from this standpoint that 
the basic policies of management, for administration are the same 
whether the figure that you would be dealing in would be $100 million 
or $1 billion, providing you have your proper control. 


ADMINISTRATIVE 


CONTROL IN 


GSA 


Our control is divided up in what we would call generally seven 
commissioners. They are not all called commissioners, but that is 
the way that I refer to them, and 10 regional directors. Those are 
the only people who report directly to me. So, therefore, my time 
is so alloted that I am available under reasonable conditions to any 
one of the heads of our departments. 

Mr. Yares. Can you really be aware of what is going on in each 
of your departments? 

Mr. Mansure. You can’t be aware, that is true, in actual detailed 
operations, but you can in the overall operation. 

Mr. Yarrs. That is what I wanted to find out. 

Mr. Mansure. If I might continue that further, I think we are 
going to need a little more time for it. 

Mr. Yarus. I said that you might want to think about it over- 
night and give us an answer tomorrow. 

Mr. Puiuups. Let me suggest something else to Mr. Yates, and 
that is that we are not always very successful in these economy pools 
or reorganizations. We set up the Housing and Home Finance 
Authority as a reorganization procedure for economy and _ better 
organization. We found later on we had combined organizations 
which either consciously or subconsciously still thought of themselves 
as separate agencies. 

In the case of the Housing and Home Finance Authority we dis- 
covered we had not made the point clear legally. An attorney, per- 
haps, will appreciate this, that we gave Mr. Foley, who was the first 
man on the job, the authority to coordinate, to organize, and supervise, 
and didn’t make it very clear that we had transferred the authority 
of the separate agencies into this combined organization. 

So that for a period of several years, up to now, there has always 
been a question in the minds of the Public Housing Administration, 
the Federal Housing Administration, HOLC, and so forth, as to just 
what their legal relationship was to this new Office of the 
Administrator. 

We did much the same thing with you. Is it perfectly clear over in 
your shop that you are the Administrator and that you are supervising 
and coordinating the constituent agencies which are now part of GSA? 

Mr. Mansure. We had that problem to a degree in the beginning 
but I believe that was very rapidly overcome. ‘The success of the 
operation of public buildings, Federal supply, or whatever the opera- 
tion may be is the success of GSA. If one division of the General 
Services is successful and another is not, then General Services fails. 

That is understood throughout our shop today. I will say that I 
have not run into the problem that some of the Secretaries and Admin- 
istrators have complained about that within their own shop they are 
not getting the cooperation of their personnel. We are not doing 
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everything right, but it is not due to any deliberateness on the part 
of any of our personnel. They understand the overall problem. We 
did have—I will be very frank in saying—some difficulty here and 
there locally in our Public Buiidings Division a little bit of feeling 
that they weren’t pari of GSA, that they were still Public Buildings, 
but that was a misunderstanding. 

What we are doing is simply this: We believe that our central 
office—well, here is the way that we express it in our setup—they are 
the coaching staff in the central office and our regions are the players. 
You can’t be both coach and player on the team. The reason we 
have that division is that in the central office our function is to set up 
policies, objectives and goals. The regions carry out the actual 
physical operations of our job. If we can keep it as simple as that, 
then we have a good streamlined organization. If we get away from 
that, then we will get into trouble. We are trying to convey that 
same idea to the other agencies of Government, that if they will just 
permit their local regions to work with our local regions, we will have 
very little difficulty; that is, Post Office, Veterans’, it doesn’t make any 
difference who it is, the moment that their local region has to clear 
back through Washington they get into trouble. 

The reason for that is that the men in Chicago, Dallas, San Fran- 
cisco, wherever it may be, are much more cognizant of the situation 
than we will ever be here in the central office. That applies to all 
agencies and all departments. 

Mr. Exutiorr. Under the Federal Property Act, all the authority 
in GSA is vested in the Administrator. All the former elements 
which comprised GSA were specifically abolished by the Congress. 

Mr. Puruuips. You do not have the same trouble? 

Mr. No, sir. 


EXAMPLE OF MAJOR BUILDING REPAIRS 


Mr. Mansvre. There is one thing that I was thinking about. 
This is not a request for funds. On the buildings repair and improve- 
ment La I want to give you one quick example. The post 


office in Cleveland is built over the right-of-way of the railroad, 
and due to vibration of the trains there is a part of the stone front—I 
don’t know what you call it—which has become loosened. 

We have no funds to repair that. As I recall, out of mind, it would 
take $180,000 to repair that. If it were let go, it would develop into 
an expensive operation, maybe 2 or 3 years from now. ‘That is just 
an example that I give for consideration on this overall maintenance 
of public buildings, which is not being properly done. 

Mr. Puruures. What is the matter with the railroad being subject 
to a little damage charge on that? 

Mr. Mansvure. I don’t know what the situation is on that. It 
isn’t particularly that building I meant, but I wanted to take a specific 
case so you would understand what I was talking about. It is merely 
an example. 

I think at times we are probably shortsighted in the maintenance 
of this valuable public property. 
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AGENCY RELATIONSHIP WITH APPROPRIATIONS COMMITTEE 


Mr. Puitirrs. Mr. Mansure, this committee is not very hard to 
get along with. It will appropriate money for everything that it 
thinks is essential, but the relationship between the agency and this 
committee must be based on confidence. We have not always had 
the confidence that I think we should have. When you create that, 
I don’t think you will have much difficulty getting the money you 
need for repairs. 

To give you an example, we denied you money for repairs when you 
wanted $28 million, and we paid $32 million to get them done later on; 
am I right? 

Mr. Meptey. I must confess I don’t recall that. 

Mr. Parties. We would rather do the repair work when it is 
necessary to do it, rather than wait until it costs us more to do it. 
We are only up against two factors. One is an intangible factor and the 
other is a very tangible one. 

The intangible factor is that we want complete confidence in you 
and the Public Buildings Service, and the second is that we are pressed 
to help balance the budget. You may have heard of that yourself. 

Mr. Mansvure. I am in complete accord. 

Mr. Jonas. Will Mr. Walsh be back tomorrow? 

Mr. Mansure. Yes; and one representative from ODM. We are 
not going to go into the ODM. phase of it, because I understand they 
are appearing before you on the 24th, but they will be available if you 
want them. 

LLOYD BUILDING, PORTLAND, OREG. 


Mr. Parties. I am not quite through with the Public Buildings 
Service, Mr. Reynolds, because in Mr. Mansure’s statement I noted 
an extremely interesting point, and that was that you were making 
a reduction of $156,000 in the estimates for space previously financed 
by reimbursements from other agencies. You say that this reduction 
is made possible by the proposed release of additional rented space 
as a result of the proposed occupancy of the new building being 
constructed by the Lloyd Corp. in Portland for use by the Bonneville 
Power Administration. 

I am compelled to tell you that this committee assumed you would 
come up here today and tell us that you were about to cancel that 
entire project. We are a little surprised that you expect to occupy 
the building. 

I ara also compelled to tell you that the committee which handles 
the Interior Department is in the process of questioning the Bonne- 
ville Power Administration and the Interior Department on the same 
subject; how they got involved in an outrageous deal of this kind. 

I am compelled further to put you on notice that your figure of 
$156,000 does not correspond, again, with your own figures on the 
same subject. 

So, maybe before we get away tomorrow we had better try to 
straighten that out. 

Mr. Mansure. I am very cognizant of that fact, and I wanted to 
meet the issue head on and | brought it in here purposely so we could. 
I know it is a controversial subject. 
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Mr. Puitutes. I think this committee will be very interested to 
know how you got involved in that deal at all. 

Mr. Mansvre. I think we should look at it very carefully. I can 
be most objective about it because it was before my time, and I want 
to find out whether we are right or wrong on it. 

Mr. Puitutps. Suppose we find out tomorrow. We will come back 
tomorrow morning at 10. We will take up stockpiling as the first 


thing. 


Tuurspay, Frpruary 18, 1954. 


SrRATEGIC AND CriticAL MATERIALS 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 
Transferred to ‘‘Operating expenses, public buildings service, 
General Services Administration,” pursuant to 64 Stat. 1056 
Adjusted appropriation or estimate - ._- 
Prior year balance available_...............-- 564, 679, 584 | $438, 168,272 | $225, 000, 000 
Prior year balance administratively reappropriated and trans- 
ferred from ‘‘Operating a General Services Admin- 
istration,” pursuant to 64 Stat. 1056 and 65 Stat. 
Balance transferred to “Strategic and critical materials 
(liquidation of contract authorization), General Services 
Administration,’”’ pursuant to 67 Stat. —30, 000,000 |..........-... 
Recovery of prior year 2, 806, 223 |... aid 
Reimbursements from non-Federal sources_.........-....-.-..- 39. 196, 500 73, 908, 000 76, 088, 500 
Total available for obligation. -............-..-.--..-.--- 740, 598.573 | 482,076, 272 301, 088, 500 
Balance available in subsequent year... —438, 168, 272 |—225, 000,000 
302, 430,301 | 257,076, 272 301, 088, 500 


Norte.—Reimbursements from non-Federal sources above are from sale of perishable materials under the 


rotation program (50 U. S. C. 98) 


Obligations by activities 
Description 1953 actual | 1954 estimate | 1955 estimate 
1. Acquisition of $280, 149, 365 | $210,032, 537 | $281, 486, 935 
2. Receipt and custody of materials._..................---..-- 22, 280, 936 47,0438, 735 19, 601, 565 


= 
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Obligations by objects 


Object classification 1953 actual | 1954 estimate | 1955 estimate 


GENERAL SERVICES ADMINISTRATION 


Total number of permanent positions 


1,007 907 775 
Full-time equivalent of all other po eet 3 3 1 
Average number of all employees. 881 860 758 

Average salaries and grades: 

General schedule grades: 
Average salary $4, 491 $4, 653 $4, 814 
Average grade GS-6.1 GSs-6.3 GS-6.5 
Crafts, protective, and custodial grades: 
$2, 786 $2, 906 $3, 208 
CPC-3.2 CPC-3.1 CPC-5.1 
Ungraded positions: Average salary . 
Personal services: 


Permanent positions 


SS 17, 717 17, 445 10, 300 
Regular pay in excess of 52-week base....____________. 15, 247 15, 025 13, 933 
Payment above basic rates.................-.-........ 5, 6 BY 12, 980 


‘Total personal services 


3, 991, 757 3, 973, 700 3, 632, 05 050 
q 03 Transportation of things _._......._....-............... 1, 364, 475 2, 227,7 3, 433, 850 

84, 194 63, 000 65, 100 
31, 474 22, 050 22, 000 

Printing nd reproduction... 50, 785 47, 500 48, 310 
3 07 Other contractual services_______- 554, 521 37, 370 38, 950 
; i Services performed by other agenc ON Sp to 7, 563, 119 14, 660, 000 13, 993, 200 
ee SESE ee 278, 685,652 | 197, 623, 499 269, 896, 190 

13 Refunds, awards, and 

9, 799 5, 950 6, 850 


Obligations incurred 


287, 346, 070 


245, 047, 893 


ALLOCATION TO OFFICE OF THE SECRETARY, DEPARTMENT OF 
THE ARMY 


Total number of permanent positions 


Average number of all employees--__--..............._---__-- 620 620 
: Average salaries and grades: 
General schedule grades: 
Ungraded positions: Average salary____. 200 $3, 600 $3, 600 
01 Personal services: 
$247, 304 $2, 225, 520 $2, 225, 520 
Regular pay in excess of 52-week base___..___._._____- 965 8, 480 8, 480 
5 03 Transportation of things...__________- 10, 964 17, 500 17, 500 
- 04 Communication services._.........._- 112 180 200 
1] 05 Rents and utility services........_.___ 141, 757 227, 500 227, 500 
07 Other contractual services... ______- 859, 839 1, 379, 890 1, 380, 700 
ad 08 Supplies and materials.............__- 136, 140 218, 480 218, 500 
TIE a 1, 116, 113 1, 778, 660 1, 778, 700 
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Obligations by objects—Continued 


Object classification 


1953 actual 


1954 estimate 


1955 estimate 


ALLOCATION TO CORPS OF ENCINEERS, DEPARTMENT OF THE 
Y 


Total number of permanent positions__- 
Average number of all employees. - 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 

Crafts, protective, and custodial grades: 
Avearge salary 
Average grade 

Ungraded positions: Average salary 


Personal services: 
Permanent positions 
Regular pay in excess of 52-week base 
Payment a 


Total personal services 
Travel 
Transportation of things... 
Communication services 
Printing and reproduction 
Other contractual services_ 
Supplies and materials 
Equipment 
Lands and structures 
Refunds, awards, and indemnities__- 
Taxes and assessments 


Obligations incurred 


23 


$8 


8 

Bs 


we basic rates................... 


ALLOCATION TO DEPARTMENT OF THE AIR FORCE 


Total number of permanent positions 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade______- 
Ungraded positions: Average salary. 


Personal services: 


Regular pay in excess of 52-week base._.____.__ 
Payment above basic rates 


Total personal services 
Transportation of things__- 
Communication services____- 
Rents and utility services 


Other contractual 


Supplies and materials 
Obligations incurred 


ALLOCATION TO DEPARTMENT OF THE NAVY 


Total number of permanent positions 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 
Average salary 


Personal services: 
Permanent positions = 
Regular pay in excess of 52-week b 
Payment above basic rates 


$3, 795 


$3, 442 
$3, 795 


$763, 300 
3, 100 
41, 100 


1, 010, 650 
2, 952 


1,012 
377 
7, 884 


$551, 600 


128 
oO 4 
GS-58 | | a 
$2, 552 $2 
pane $3, 126 $3 
— == 4 
01 
$449, 840 |_| $298, 155 
6, 032 2, 700 
457, 601 302, 000 
7.375 7, 880 600 
70 250 50 
a 1, 285 1,820 800 
1, 776, 217 256, 767 490, 100 
eaiiiaknotcanakeel 2, 463 2, 502 2, 500 i 
570 600 600 
2, 908 3, 000 3, 250 
9, 449, 190 1,378, 146 800, 000 
$3, 503 $3, 560 $3, 560 
Gs-4.2 GS-4.1 ( 
esuankattasndpanc $3, 415 $3, 460 $3, 460 Fg 
¢ 
e $389, 765 $640, 662 $640, 660 4 1 
brasres: 1, 498 2, 463 2, 460 3 1 
9, 376 15, 382 15, 380 1 
02 637 1, 250 1, 300 
05 17, 709 14, 050 14, 100 x 
582, 335 699, 857 700, 000 
268 200 150 
I 
$3, 442 $3, 442 
Ungraded positions: Average salary -.........-..........-- $3, 609 
3, 684 2, 100 
Dihilainieeibdlatedend 49, 203 29, 600 
of 1, 000 1, 000 
350 450 
7, 500 7, 500 


Obligations by objects—Continued 


Object classification 


09 Equipment 
10 Lands and structures. 


Obligations 


ALLOCATION TO DEPARTMENT OF THE NAVY—continued 


Taxes and assessments... 


1953 actual 


$1, 314, 152 
1 


INTERIOR 


SUMMARY 


Total number of 


Average salaries and grades: 

General schedule grades: 
Average salary. 
Average grade 


Average 


01 Personal services: 


Other 


Regular pay in excess of 52-week base ___ 
Payment above basic rates.....-.............-.-.-.-.- 


02 Travel 
03 Transportation of things__ 


05 Rents and utility services 
06 Printing and reproduction 


09 Equipment............... 
10 Lands and structures_ 


13 Refunds, awards, and indemnities. 


15 Taxes and assessments 


Obligations incurred 


ALLOCATION TO BUREAU OF MINES, DEPARTMENT OF THE 


08 Supplies and materials....._....___- 


Average 
Ungraded positions: Average 


04 Communication 


07 Other contractual services_...................- 
Services performed by other agencies 


$5, 956, 835 
17,717 

23, 123 
116, 933 | 


6, 114, 608 
118, 240 

1, 376, 609 
85, 968 
198, 824 
51, 444 

4, 646, 311 
7, 563,119 
279, O19, 957 
1, 344, 127 
1, 895, 069 


268 | 
15, 757 | 
| 


302, 430, 301 


Analysis of expenditures 


1953 actual 


Appropriation 
Contract authorization 


ices Administration’’ 
Reimbursements 


Unliquidated obligations, end of year: 


Appropriation _ 
Contract authorization _ 


Total expenditures 


Expenditures are distributed as follows: 


Out of current authorizations 
Out of prior authorizations 


Unliquidated obligations, start of year: 


$1,992,184,710 
155, 000, 000 
302, 430, 301 


Obligations incurred during the year. 


in obligations of prior years 

Obligations transferred to ‘‘Strategic and critical materials 
(liquidation of contract authorization), 


1, 403, 640, 695 


848, 912, 504 


2, 865, 222 


70, 000, 000 
39, 196, 500 


85, 000, 000 


$1,403,640,695 


1, 745, 716, 967 


740, 000, 000 
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PC MEE | 1954 estimate | 1955 estimate 
17, 000 5, Of 15, 000 
2 066 1 60 | i; 600 
4, 092, 200 | 2, 453, 000 
$134 | 
1, 650 2, 122 1, 882 
ther positions... ____ 3 3 1 
Average number of all 1, 461 | 1, 998 1, 802 
$4, 315 $4, 376 $4, 513 
| | 
GS-5.9 | GS8-5.9 GSs-6.1 
: $2,712 | $2, 800 $3, 102 
| OPC-31} CPC-3.1 CPC-4.8 
$3, 462 | $3, 597 $3, 581 
| 
$8,072,006 | $7,310, 772 
17. 445 10. 300 
31,931 28, 118 
: } 79, 614 | 60, 660 
Total personal services... 8, 200, 096 | 7, 409, 850 
ov, 
t3. ee 2, 246, 450 3, 452, 400 
: 66, 150 67, 350 
271, 100 271, 100 
3, 564.476 | 3, 581, 100 
| 14, 660, 000 13, 993, 200 
4 | 198, 040, 717 270, 312, 490 
1, 801, 860 1, 796, 300 
16, 131 | 17,300 
4 257,076, 272 | 301, 088, 500 
| 1954 estimate | 1955 estimate 
| 
| 85, 000, 000 55, 000, 000 
| 257, 076, 272 301, 088, 500 
| EE | 1, 202, 897, 467 
| 
30, 000, 000 27, 600, 000 
73, 908, 000 76, 088, 500 
846, 808,967 | 514, 408, 967 
| 55, 000, 000 27, 400, 000 
| 740,000,000 | 557, 400, 000 
5,100,000 
] 
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LIQUIDATION OF CONTRACT AUTHORIZATION 


Amounts available for liquidation of contract authorization 


1953 actual | 1954 estimate | 1955 estimate 


Appropriation or estimate $70, 000, 000 $27, 600, 000 

Balance transferred from “Strategic and critical materials, 
General Services Administration,’”’ pursuant to 67 Stat. 304 . 000 

Applied to contract authorization , 000, , 000, —27, 600, 000 


Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 


Obligations transferred from “Strategic and critical materials, 
General Services Administration’’ (total expenditures)......| $70, 000, 000 $27, 600, 000 


Expenditures are distributed as follows: 
Out of appropriations to liquidate prior year contract 
authorization (current authorization)... 
Out of prior authorizations 


Mr. Puruirs. The committee will come to order. 

Yesterday afternoon we recessed with the understanding and by 
agreement that the first item to be taken up this morning would be 
that part of the budget which has to do with strategic and critical 
materials, which is part 2 of the justification books. We have in addi- 
tion to that a supplemental series of sheets containing security 
information. This is the list we get every year showing the items 
that are being stockpiled, the objective in whatever unit of stock- 
piling is appropriate for that item, the cost, and in the final column 
the estimated percentage of the item which we will have obtained and 
stockpiled by the end of the year. 

Put in the record pages 260 through 265, except for the chart on 
262. - 

(The justifications are as follows: ) 


STRATEGIC AND CRITICAL MATERIALS 


Liquidation of 
Program contract 
authority 


$283, 385, 475 $30, 000, 000 
+30, 209, 425 —2, 400, 000 


313, 594, 900 27, 600, 000 


APPROPRIATION LANGUAGE 


Strategic and critical materials: Funds available for this purpose during the 
current fiscal year shall be available for services as authorized by section 15 of the 
Act of August 2, 1946 (5 U.S. C. 55a), and not to.exceed [$176,275] $139,000 of 
such funds shall be available for expenses of travel: Provided, That any funds 
received as proceeds from sale or other disposition of materials on account of the 
rotation of stocks under said Act shall be deposited to the credit, and be available 
for expenditure for the purposes, of this appropriation; Provided further, That 
during the current fiscal year, there shall be no limitation on the value of surplus 


i 
t 

70, 000,000 27, 600, 000 
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strategic and critical materials which, in accordance with subsection 6 (a) of the 
Act of July 23, 1946 (50 U.S. C. 98e (a)), may be transferred to stockpiles estab- 
lished in accordance with said Act. 

Strategic and critical materials (liquidation of contract authorization): For 
liquidation of obligations incurred pursuant to authority heretofore granted under 
this head, to enter into contracts for the purpose of the Strategic and Critical 
Materials Stock Piling Act of July 23, 1946, [not to exceed $30,000,000 may be 
expended from funds previously appropriated under the title ‘‘Strategic and 
critical materials’"] $27,600,000, to remain available until expended: Provided, 
That this amount may be disbursed through the appropriation ‘‘Strategic and 
critical materials” but shall be accounted for separately therein. 


GENERAL STATEMENT 


“Strategic and critical raw materials needed in an emergency period to supple- 
ment dependable sources of supply are acquired, stockpiled, and maintained. 

“A total of $920 million in contract authority has been provided since the 
inception of this program. Of this amount, $865 million has been liquidated by 
appropriations. In 1955, it is estimated that $27.6 million will be liquidated 
leaving a balance of $27.4 million for liquidation in future years.” (From the 
budget for 1955.) 

No new obligational authority is included in the 1955 estimate. 

Legislaiive authority and purpose-—Acquisition and stockpiling of selected 
strategic and critical materials was initially auchorized by Public Law 117, 76th 
Congress (53 Stat. 811). Experience during the Second World War, when short- 
ages of such materials accentuated the need for substantial stockpiling, prompted 
the 79th Congress to enact Public Law 520, the Strategic and Critical Materials 
Stock Piling Act of 1946. This law authorized the continuation of the stock- 
piling program on @ vastly greater scope and had as its primary objective the 
reduction and elimination of a precarious and costly wartime dependence upon 
foreign sources of essential raw materials. Materials being accumulated in the 
national stockpile are principally those which come wholly, or in substantial part, 
from foreign sources and represent the Nation’s reserve of selected materials de- 
signed to fill the gap between projected total needs and estimated availabilities 
on the basis of full mobilization. 

Organization and operations —The responsibility for determining the kind, 
quelity, nature, and quantity of materials to be acquired for the stockpile was 
transferred from the Munitions Board to the Office of Defense Mobilization, pur- 
suant to the provisions of Reorganization Plan No. 3 of 1953, effective June 12, 
1953. The ODM issues purchase directives to GSA which set forth the quantity, 
quality, and types of material to be acquired within a specified period of time. 

Responsibility for administering the stockpile program and the procurement of 
stretegic and critical materials is vested in GSA which, through its emergency 
procurement service, plans, develops, and coordinates the Administration’s pro- 
curement and storage operations. The EPS determines sources and negotiates 
contracts for the delivery of materials to the stockpile and is responsible for the 
storage, beneficiation, prozessing, rotation, and disposal operations for the ma- 
terials in the stockpile. 

Administrative support of program operations of the EPS is supplied by the 
re staff offices of GSA and is financed from this appropriation. 

he activities of the EPS are carried out through a central office staff which 
develops the policies to be followed in achieving the stockpile goal. While the 
major part of purchase operations is corducted in the central offize, small groups 
of personnel are located in London and Johannesburg to facilitate the execution 
of overseas contracts. <A substantial portion of the inspection, storage, and trans- 
rtation personnel are located in GSA regional offices in the continental United 
tates. 

Status of acquisition program.—The total stockpile objective, based on December 
31, 1953, prices, is $6,814,801,°66. 

The value of the stockpile inventory as of December 31, 1953, based on prices 
as ot that date, was $4,255,134,668. Additional materials valued at $1,139,981,811 
were under contract as of December 31, 1953, for future deliveries to the stockpile. 
New Materials to be contracted for during the balance of fiscal year 1954 total 
$114,010,304. Accordingly, strategic and critical materials on hand or on order 
as or June 30, 1954, are expected to total $5,509, 126,783. : 

Thus, it is expected that 80.8 percent of the total stockpile objective, measured 
in dollars at December 31, 1953, prices, will be in inventory or unde: contract as 
of June 30, 1954. 
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The stockpile objectives for 38 of the 76 materials being stockpiled are already 
in inventory or have been fully contracted for, and outstanding contracts cover 
80 percent or more ot the stockpile objectives of an additional 12 materials. 

Status of strategic and critical materials appropriation.—The status is as follows: 


Cash appropriation through fiscal year 1953 $5, 167, 743, 870 
Transferred to other appropriations for reactivation of Govern- 
ment-owned industrial plants__..............--.--.----- 25, 621, 733 


5, 142, 122, 137 
85, 000, 000 
212, 696, 277 


Total obligational authority 5, 439, 818, 414 
Obligated through fiscal year 1953 — 5, 001, 650, 142 


Unobligated balance June 30, 1953 438, 168, 272 


Since the estimated requirements for the strategic and critical materials pro- 
gram for 1954 and 1955 do not exceed the amount of unobligated balances carried 
over into each year, no additional appropriations are requested for new obliga- 
tions. Congressional authority was given to continue operations in 1954 from 
unobligated balances. Authority was also given to apply $30 million of unobli- 
gated cash to liquidate obligations incurred under contract authorization. For 
1955, congressional authority is again being requested to continue operations from 
unobligated balances, but cash is being requested in 1955 in the amount of 
$27,600,000 to liquidate obligations previously incurred under contract authoriza- 
tion. 

The unobligated balance at end of 1954 is estimated as follows: 


Unobligated balance June 30, 1953 $438, 168, 272 
Applied to liquidation of obligations under contract authorization_. —30, 000, 000 
408, 168, 272 
47, 509, 475 
Net obligational authority 455, 677, 747 
Fiscal year 1954 obligations: 
New obligations $283, 385, 475 
Less cancellations or downward adjustments of 
prior year contracts 80, 707, 728 


Net obligations, fiscal year 1954 


Estimated unobligated balance June 30, 1954 
The requirement for appropriation for 1955 is arrived at as follows: 


Estimated unobligated balance June 30, 1954 $253, 000, 000 
Estimated rotation receipts in fiscal year 1955 60, 594, 900 
Total obligational authority 313, 594, 900 
Fiscal year 1955 obligation program 313, 594, 900 
Net new appropriation required 0 
Add cash to liquidate obligations under prior contract authority... 27, 600, 000 


Total appropriation requested 


Contract authorization granted under the strategic and critical materials head 
in prior years has been covered by appropriated funds except for $55 million. 
This remaining amount has been fully obligated for some time and it is expected 
that deliveries and payments totaling $27,600,000 will occur during 1955 as indi- 
cated above. 

Relationship of stockpile program to materials expansion program under the 
Defense Production Act, as amended.—The budget message from the President 
(p. M93) states: “The Defense Production Act authorizes extensive financial 
assistance to assure expansion of productive capacity and of the materials supply 
necessary for our defense. With the help of purchase commitments, loans, 
and advances already made, much of the needed expansion is now underway. 


Unfinanced contract 
Rotation receipts through fiscal year 
t 
| 
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As a result, the aluminum productive capacity of the United States has doubled 
since 1950 and supplies of machine tools, titanium, copper, nickel, and other 
critical items have also substantially increased. 

““* * * Most of these expenditures arise from commitments already outstanding 
since a large part of the materials to be acquired under this authority will be 
sold to the military stockpile of strategic and critical materials to meet its 
objectives, this program is intimately related to the stockpiling program, * * *” 

The budget for 1955, page 81, states: “Under section 304 (b) of the De’ense 
Production Act of 1950, designated agencies are authorized, with Presidential 
approval, to incur obligations of $2.1 billion largely for the purpose of making 
loans and procuring critical materials in furtherance of the defense effort. The 
obligations are financed by borrowings from the Treasury. The 1951 anendments 
to the act permit commitments in excess of $2.1 billion so long as ultimate costs 
do not exceed this amount. Programs undertaken must be certified as essential 
to the national defense by the Office of Defense Mobilization. * * * 

“General Services Administration: Borrowing authority of $1,043,858,000 had 
been certified as of September 30, 1953, to finance the expansion of productive 
capacity for strategic metals and minerals and other materials. ‘The amount 
includes $160 million for working capital and $883,858,000 for the probable 
ultimate net cost as defined in section 304 (b) of the Defense Production Act of 
1950, as amended, of which $75,600,000 is for the machine tool pool order and 
equipment installation programs and $808,258,000 for mineral and metal pro- 

rams. 

. In addition, the procurement policy of the Office of Defense Mobilization 
provides that prior to the purchase of materials on the open market, consideration 
and preference shall be given to materials acquired or to be acquired under 
title [11 of the Defense Production Act. 

Thus, a substantial portion of the materials acquired by the stockpile in fiscal 
years 1954 and 1955 will be by the sale to the stockpile of materials acquired 
under the materials expansion programs authorized by the Defense Production 
Act. These materials include such items as aluminum, metallurgical chrone, 
cobalt, columbite, molybdenum, nickel, and tantalite. 

Expenditure ceilings established by Bureau of the Budget.—As a result of the inti- 
mate relationship between the materials expansion programs under the De ‘ense 
production Act and the stockpile program, coupled with other considerations 
such as the limit on the public debt, the Bureau of the Budget evaluated these 2 
programs as 1 unit and established a combined expenditure ceiling on the 2 pro- 
grams for each of the fiscal years 1954 and 1955. 


Effect of expenditure ceilings 


The establishment of expenditure ceilings for 1954 and 1955 has necessitated a 
reanalysis of the stockpile program and the materials expansion program in order 
to determine (a) precise estimates of deliveries under all contracts—both stockpile 
and materials expansion, (6) estimated expenditures as a result of such deliveries, 
and (c) the balance of funds available for new obligation and expenditure under the 
established ceilings. 

The acquisition of materials to the stockpile in 1954 and 1955 have been recast 
as a result of this analysis. The phasing of obligations and expenditures thus re- 
quired under the expenditure ceilings has altered the original plan of procurement. 
However, the net effect will be the acquisition of greater amounts of more critical 
materials such as aluminum, molybdenum and nickel going into the stockpile, 
thereby adding to the Nation’s security. 

Meanwhile, the Office of Defense Mobilization has initiated a detailed examina- 
tion of the procurement program for each material in which there is a deficiency. 
This examination has not been completed. Upon completion, if it is found that 
the establishment of the expenditures ceiiings, particularly the one for fiscal year 
1955, will impair the program unduly, the Office of Defense Mobilization will 
undertake appropriate discussions with the Bureau of the Budget relative to 
amending the 1955 expenditure ceiling. 

General factors affecting the 1955 estimate.—As a result of the relationship be- 
tween the stockpile program and the materials expansion programs authorized by 
the Defense Production Act of 1950, as amended, the estimate of obligations under 
the stockpile appropriation is predicated on deliveries to be made on the basis of 
lead time plus 1 year. Long-term contracts for strategic materials are executed 
under the Defense Production Act of 1950, as amended, and financed under the 
borrowing authority made available by section 304 (b) of that act. 
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Funds provided in this extimate for the procurement of strategic materials 
cover only short-term contracts, and in many cases a substantial quantity oi 
materials will be acquired by purchase of inventories obtained by the Govern- 
ment under the materials expansion programs. Accordingly, this estimate has 
been predicated upon continued availability of borrowing authority under section 
304 (b) of the Defense Production Act for long-term contracts. 

The purchase program proposed for 1955 has been cleared with the ODM. The 
program and estimate are summarized as follows: 


Activities 1953 program | 1954 program | 1955 program 


1. Acquisition of materials $280, 149, 365 | $245, 340, 7 $276, 625, 335 


(a) Cost of materials 231, 359, 103 183, 000, 000 199. 632, 000 
(5) Expenses relating to donated materials 1, 684, 665 2, 200, 000 . 000, 

(c) Cost of rotation materia]s-_-_.............-....--..- 44, 641, 451 57, 884, 475 
(d) Expenses of operation 2, 464, 146 2, 256, 265 


2. Receipt and custody of materials 22, 280,936 | 38,044,735 | 36, 969, 585 
(a) Strategic and critical materials warehousing 18, 490. 300 23, 951, 000 18, 868, 000 
(b) Construction of facilities 1, 895, 069 12, 000, 000 16, 000, 000 
(c) Expenses of operation 1, 895, 567 | 2, 093, 735 2. 101, 565 


Total fiscakyear obligations 302, 430, 301 283, 385, 475 | 313, 594, 900 


I presume, Mr. Walsh, you will want to make a statement about 
it, but I would like to read into the record this brief statement which 
I quote from the budget for fiscal year 1955: 

A total of $920 million in contract authority has been provided since the 
inception of this program. Of this amount, $865 million has been liquidated by 
appropriations. In 1955 it is estimated that $26.6 million will be liquidated, 
leaving a balance of $27.4 million for liquidation in future years. 

I will put in a final sentence, which is not a quotation from the 
budget but from Mr. Mansure’s submission here: 


No new obligational authority is included in the 1955 estimate. 


Do you want to make a preliminary statement, Mr. Walsh? 

Mr. Watsu. No, sir; I have no statement I would like to make, sir. 

Mr. Puruurres. Do you, Mr. Mansure? 

Mr. Mansvure. No, sir. 

Mr. Puitures. Then if you will turn to the large sheet, covering 
the security information, you might point out, to save time in ques- 
tioning, the items which you, yourself, feel you are not stockpiling 
with the rapidity you would like to see the program move, and why? 
Are there any this year? 

Mr. Watsu. There are really none this year; sir. 


STOCKPILE INVENTORIES AND OBJECTIVES 
NICKEL 


Mr. Puitures. Mr. Yates has inquired about nickel at various 
times, and I think Mr. Thomas has, also, in preceding years. 

Mr. Watsu. I would be glad to give the picture on nickel, sir. 

Mr. Puitures. Suppose you do that. 

Mr. Watsu. Yes, sir; but most of it will have to be off the record. 

(Discussion off the record.) 

Mr. Puirurps. Are your figures all by calendar year? 

Mr. Watsu. The nickel production figures are set up by calendar 
years, but the figures in here, sir, are by fiscal year. 

(Discussion off the record.) 
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Mr. Meptey. I think you might have misunderstood our table 
slightly. The last column, on the percentage of completion, is a 
percentage related to the expected inventory on hand and on order 
as of June 30, 1955. 

Mr. Puruutrs. I understand that. What I am trying to check 
while Mr. Walsh talks is the number of items in which you are lower 
than a normal percentage to be expected by now. 

(Discussion off the record.) 

Mr. Putuurps. I call the attention of the committee to the number 
of items on the strategic list, and the amount expected to be com- 
pleted by the end of the next fiscal year. 

(Discussion off the record.) 


BUDGET LIMITATIONS 


Mr. Puituirs. Now we come to the actual money amounts, in 
which I am quite interested. Here I find the amounts of money 
projected for 1954 and 1955. I am not quite sure that 1 understand 
these limitations. 

You have a limitation of $195 million on obligations, Mr. Medley. 
Will you translate that for me? You have a total limitation of 
$1,088 million on expenditures for fiscal 1954, which is the year we 
are in now, and $830 million limitation on expenditures for fiscal 
year 1955. 

Now, what is not quite clear to me is where you get that limitation. 

Mr. Mepury. Mr. Chairman, if I may I would like to refer the 
committee to page 264 of the justifications which was put in the 
record earlier this morning. 


RELATION OF STOCKPILING TO MATERIALS EXPANSION PROGRAMS 


The statements contained on pages 264 and 265 explain the fact 
that the stockpile program is very intimately related to the materials 
expansion programs conducted under authority of the Defense Pro- 
duction Act, which are financed by the borrowing authority under 
section 304 (b) of that act. 

Since we are acquiring the same materials in many instances under 
2 different types of financing, the Bureau of the Budget considered the 
2 programs as | unit and established a single, combined expenditure 
ceiling for each fiscal year. 

Mr. Putuuirs. Who established it? 

Mr. Meputey. The Bureau of the Budget. 

Mr. Putuurrs. You should know by this time that I am allergic to 
duplication. 

Inder the act, who had the authority for establishing the program 
and saying how much of the items we needed, and so forth? 


AUTHORITY OF THE OFFICE OF DEFENSE MOBILIZATION 


Mr. Meptey. Well, the latter authority is vested in the Office of 
Defense Mobilization pursuant to Reorganization Plan No. 3 of 1953, 
which was effective June 12, 1953. 

Mr. Putuurrs. You make the customary request for money through 
the Bureau of the Budget, and it sets a figure; is that right? 
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Mr. Mepuey. Yes, sir. I would presume that they do that under 
their authority as contained in the revised antideficiency law, which 
was in the General Appropriation Act of 1951. 

Mr. Yates. Who sets the original goals? 

Mr. Mepuery. The Office of Defense Mobilization. 

Mr. Puturs. By the way, I did not announce that we have here 
this morning—which was one of the reasons for setting a time for this 
hearing—a representative of the ODM in the person of Mr. Cleveland, 
who is here at the end of the table. So if we want to know where they 
get these limits we have Mr. Cleveland here to tell us. 

Mr. Yates. You say that ODM sets the original goals. I received 
the impression from your previous answer that the ODM goals could 
be overruled by the Bureau of the Budget. Is that true? 

Mr. Meptey. I would say that to the extent that their goals cannot 
be obtained with the financing provided by the Bureau of the Budget 
that is true. 

Mr. Purtures. When the Bureau of the Budget sets a limit on 
expenditures for a year, as I understand it Mr. Medley, the money 
could be shifted around anywhere. 

Mr. Meptey. Between the two funds; yes, sir. 

Mr. Puituirs. Does the Bureau of the Budget consult the Office of 
Defense Mobilization as to whether that will provide during the fiscal 
year all that it is possible to buy in these various kinds of material? 

Mr. CLeveLanD. That is correct. The ceilings that were estab- 
lished were established in consultation with the Office of Defense 
Mobilization. 

Mr. Puiuurps. The reason we ask this so specifically is not only for 
our own information, but also because we have a number of people on 
the floor of the House, when we take this bill to the floor, who will 
promptly ask us questions as to whether we are buying all of the 
strategic materials that are listed that we should be stockpiling and 
whether we have arranged to appropriate enough money to buy all 
that it is possible to buy during the fiscal year. 

Mr. Cleveland, shall we answer ‘‘Yes’’ to that question? 

Mr. Cuievetanp. If I may speak to that, sir, the situation is essen- 
tially this: The ODM acquired the stockpile function from the Muni- 
tions Board in July. At that time we issued an interim purchase 
directive, and then revised it again in November. 

Now, in November we brought the materials expansion program and 
the stockpile operations together and integrated them and made a 
very careful analysis of what was available and what our defense 
needs were. On the basis of that, a new purchase directive was issued. 

Now, between that time and the present, or the first of the year, 
some important changes occurred in the supply situation. We found, 
for example, that in 4 or 5 items where we were quite deficient we were 
getting substantially larger quantities of materials than we had 
expected. Two of the notable ones are nickel and molybdenum. 

As a result of this we came to the conclusion that we had to restudy 
item-by-item our former purchase directive: 

The program that you have before you was worked out and again 
is an interim program. This study I mentioned is going on very 
vigorously now. 

he ODM and the Bureau of the Budget agreed that if important 
defense needs could not be obtained under these ceilings or if emer- 
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gencies or contingencies arose it would not be inconsistent with the 
administration’s budget to increase the borrowing-authority ceiling. 

Mr. THomas. Are you not placing too much emphasis on the 
Bureau of the Budget now? In the first place, this program is not 
hammered out by ODM, by itself, by a long shot. 

Mr. CLeveLann. The ODM makes the decisions. 

Mr. THomas. The National Security Council through the Joint 
Chiefs of Staff and the military services really lays down this pattern; 
is that correct? 

Mr. CLeveLAND. If you are speaking, sir, of the stockpile-procure- 
ment program, the answer is correct so far as broad policy is concerned. 
But the actual determination of quantities, amounts, and rates of 
procurement are made by the ODM in consultation with other 
agencies of the Government. 

Mr. Tuomas. What other agencies? 

Mr. CLeveLAND. The Stockpile Act requires us to consult with 
the Department of Commerce, the Department of State, the Defense 
Department, the GSA, and the Treasury Department and the Interior 
Department. 

Mr. Tuomas. That is all covered in the National Security Council. 
You do not take it up with each one of those separately. Do you not 
get your signals from the National Security Council, with the main 
advice coming from the Joint Chiefs of Staff as to quantities? 

Mr. CLEVELAND. No, sir. As I say, we get broad strategic guid- 
ance from that agency and from the National Security Council. 
Within those assumptions and plans we then lay down our plans for 
the procurement of stockpile material. 

Mr. THomas. How do your plans differ from those given to you 
by the National Security Council? 

Mr. CLEVELAND. We determine the quantities, the items, and the 
rate of procurement. 

Mr. Pures. That still is not clear to me. 

Do you have a separate group, a separate council, working on those 
needs, in addition to the working groups of the National Security 
Council? 

Mr. CLEVELAND. In the Office of Defense Mobilization we have 
an Office of Materials. The responsibility for planning stockpile 
procurement year by year is within that unit. 

Mr. THomas. Who heads that unit? 

Mr. CLevetanp. Mr. Elmer Weaver, sir. 

Mr. THomas. What is his background? 

Mr. CLEVELAND. He was a vice president of the Union Oil Com- 
pany of California. He is a recognized authority in the field of 
industrial purchasing. 

ALUMINUM 


Fon 4 Anprews. What about aluminum? Why are you stockpiling 
that? 

Mr. Wats. We have not met the objective yet, sir. We have not 
yet picked up that production which will be available to us in the 
period April to June of this year. 

Mr. ANprews. The 379,822 tons? 

Mr. Wausu. What I had reference to will be in addition to that 
379,822 tons, sir. The present indications are that the amount of 
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aluminum that will be made available for stockpiling during the 
second quarter of this calendar year will run in the neighborhood of 
100,000 tons. 

Mr. Anprews. There is not any shortage of aluminum, is there? 

Mr. Watsu. Not at the present time, sir. The production is 
running in excess of the current civilian economy and military 
requirements. 

r. ANDREWS. You expect to go forward and complete your goal? 

Mr. Watsn. Yes, sir. 

Mr. Anprews. When does the 49 percent of completion take place? 

Mr. Putuurrs. Sixteen months from now? 

Mr. Watsu. Sixteen months from now; yes, sir. 


NEW ALUMINUM PLANTS 


Mr. Txomas. Do you not have two new aluminum plants coming 
into operation pretty soon? 

Mr. Wats. Yes, sir; we have. 

Mr. THomas. What is the total production of these two new 
plants? 

Mr. Wausn. I really do not know. May I ask Mr. Gumbel to tell 
you? 

Mr. Gumpew. One of them just came in. We will probably get 
full production on that in about 3 months. That is the Reynolds 
plant in Arkansas. That is 54,000 tons. 

There is another 54,000-ton plant of Anaconda Copper. 

Mr. Puiuures. Is this 54,000 tons a year? 

Mr. GuMBEL. Yes, sir. 


Mr. Anprews. As a matter of fact, are you not ema about 
i 


twice as much aluminum as is demanded by the civ 

Mr. GumBE.. No, sir. 

Mr. Puiuurps. I did not get that other figure. For the Reynolds 
plant in Arkansas you expect a production of about 54,000 tons? 

Mr. GumBeE.. Yes, sir. 

Mr. Putuurps. There is another new plant which is not yet in 
operation. When will that come into operation, and how many 
tons will it produce? 

Mr. Gumpex. That comes in in the fall, and probably will produce 
54,000 tons, also. It is about the same size as the Reynolds plant. 

Mr. Puituips. Before the fiscal year 1955 is ended you will have 
100,000 tons more a year? 

Mr. GumBe.. Yes, sir. 


an economy? 


PRODUCTION AND CONSUMPTION OF ALUMINUM 


Mr. Tuomas. What is the total number of plants you will have at 
the end of this calendar year in aluminum, and what is the total 
production? 

Mr. Gumpeu. The total production will be in the neighborhood 
of 1.5 million tons. 

Mr. Tuomas. What is the normal civilian consumption per year? 

Mr. Gumseu. Well, it has been going up in the last few years 
pretty rapidly. 
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Mr. Tuomas. What is it anticipated to be for this present calendar 
year? 

: Mr. GuMBEL. A great deal will depend upon the economic activity 
of the country. If we have prosperous times I would think that 
most of the aluminum that is produced in the second half will be 
used. ’ 

Mr. Tuomas. In the civilian economy? 

Mr. GumBeL. Civilian and military. 

Mr. Tuomas. In case the country gets in more serious trouble 
than it is in now, you still would have a shortage of aluminum, would 
you not? 

Mr. Gumszev. It is anticipated that over the next 10 years the 
requirements will increase. The Paley report brings it up pretty 
high by 1975. 

Mr. Putuuires. Let us break down the answer to Mr. Thomas’ 
question, so that we can get the answer clearly. 

Mr. Tuomas. How much aluminum will the armed services use 
during the present calendar year? 


Mr. Watsu. I am sorry I cannot answer that. Can you, Mr. 
Cleveland? 

Mr. CLEVELAND. No. 

Mr. Mansure. I would like to answer that partially. I cannot 
give the poundage, but as background I can say that the Department 
of Defense now is reviewing the entire aluminum situation. Roger 
Kyes is directing that through Charles Thomas. They are going to 
come up with their exact needs; that is, as close as it is possible to 
estimate in the immediate future. 

Mr. Tuomas. We have been looking at this program here for a 
long time. You have had a potential shortage for the last 5 years. 

Mr. Mansure. That is correct. 

Mr. Tuomas. The civilian economy has been growing larger and 
larger, so far as total use of aluminum is concerned. The armed 
services have a need for their airplane production. That is eating 
into it. If the country gets into any more serious difficulty than it 
is in now you will still be short of aluminum. 

Mr. Mansure. I might say that there is quite a difference of think- 
ing on that. This is not based on any actual knowledge, but some 
people feel that we have overestimated the defense requirements for 
aluminum; that is, that there has been too great a cushion established. 
That is what they are finding out now. If that is the case then we 
will have sufficient aluminum. If it is not the case we are just on the 
borderline. 

REGULATIONS FOR ALUMINUM ALLOCATIONS 


Mr. THomas. Does ODM have any regulation that seeks to allocate 
or control in any shape or fashion the use or quantity of aluminum? 
Mr. Mansure. No. 
Mr. Exuiorr. Aluminum is not under control, sir. 
Mr. Tuomas. In any shape or form? 
Mr. Exuiorr. No, sir. 
Mr. Tuomas. How much of that will be set aside for the calendar 
year 1954? 
Mr. Cievevanp. I am sorry; I do not know the figure. 
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Mr. Tuomas. Gentlemen, if you do not know how much the civilian 
economy is demanding and how much the armed services are demand- 
ing, how do you operate over in ODM? How can you come up with 
a plan and give it to Mr. Mansure’s group to fulfill? How do you 
arrive at your own figures? 

Mr. Mansure. Mr. Cleveland is not really here on the entire ODM 
operation. I believe they are coming before this committee on the 
24th or 25th. He was just here so far as our stockpiling figures were 
concerned. 

I believe they can answer all those questions. I know they can. 
There are certain people over in ODM who handle each phase of the 
operation. 

If you would like, I will see that that information is obtained, and 
we will either supply it or have them supply it. 

(The information follows:) 


STATEMENT ON StockriLE ACQUISTIONS OF ALUMINUM 


The present capacity of the aluminum pig producing industry in the United 
States is approximately 1.6 million tons of aluminum pig per vear. This repre- 
sents an increase in capacity of 100 percent since the year 1950. The expanded 
production of the domestic industry is more than sufficient to meet military and 
civilian requirements for pig aluminum although there may be temporary shortages 
of particular shapes or forms. There is thus no need for a set-aside of aluminum 
pig for military requirements. 

The Office of Defense Mobilization purchase directives to the Emergency Pro- 
curement Service for the acquisition of aluminum for the national stockpile are 
based on an estimate of total domestic production for any given period reduced 
by the estimated take for military and civilian consumption. Although the stock- 
pile thus appears as a residual claimant on the aluminum pig production, it is 
expected that the stockpile objective can be completed in the near future. In 
other words, the expanded capacity of the aluminum-producing industry is suf- 
ficient to satisfy the requirements for military purposes, for civilian consumption 
and for completion of the stockpile objective. 

Mr. Puitures. Who sets the figure? Does ODM set the figure on 
what your set-aside shall be? 

Mr. Exuiort. Yes, sir; they do, efter consultation with the De- 
partment of Defense. It is pretty largely based on what the Depart- 
ment of Defense and the AEC tell them. 

Mr. Putuuips. We will take that up with ODM when they come 
back. In the meantime, when you say and Mr. Thomas says that we 
are exhausting the aluminum supply and would be short if we were to 
meet a war emergency, do you include in that statement all the alu- 
minum which is presently being used for domestic use which could 
very quickly be stopped ard reapplied to war purposes? 

Mr. Extiorr. The M-day requirements, sir, do contemplate, of 
course, a very severe cutback in civilian use. It would not be cut 
back to zero, because there are essential supporting uses where alu- 
minum is required. 

Mr. But you are taking into consideration the 
as you call it, of a severe cutback in domestic use? When Mr. Thomas 
says you will be short for war purposes, your answer to that takes into 
consideration a domestic cutback? 

Mr. Exriorr. It takes into consideration a domestic cutback. It 
also takes into consideration the possibility of activating or building 
further pot lines at that time. ; 

On M-day itself, you see, you would not be at your peak load. This 
load would come some time later. 
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Mr. Puitups. Do I understand from that, Mr. Elliott, that you 
are saying that our program contemplates waiting until we are 
attacked and starting to build up the necessary plants to provide 
critical materials like aluminum? 

Mr. Exxiorr. Not all of it, sir. It is a matter of degree. 

Let us suppose that on M-day and for 6 months thereafter or a year 
thereafter your annual requirements are 1.6 million, and that for the 
6 months or a year or 2 years following that the requirements would 
be 1.7 million. You would have that first year within which to build 
the capacity for that extra 100,000 tons which otherwise has no eco- 
nomic value. It is to catch a mobilization peak. 


ESTIMATE OF NEEDS FOR MATERIALS 


Mr. Puruurrs. If we are finished with that subject temporarily, let 
me come back again to this question of how we arrive at the estimate 
of needs. 

According to the statement on page 261 of the justifications, the 
responsibility rests with the ODM, having been transferred to the 
ODM from the old Munitions Board. That is Mr. Cleveland’s 
testimony. 

Now, it does not say anything here about these various other 
agencies which step into the picture back of the ODM. From the 
ODM downward it goes into the hands of GSA, which has complete 
authority, presumably, to get the material it is told is needed. 

I am not clear, Mr. Cleveland—maybe the other members of the 
committee are, but I am not—about what stands back of you. We 
were under the impression, and I think I still am, that that is the 
National Security Council or some combination of agencies connected 
with the war effort or possible defense effort, which sets a figure and 
gives it to you. 

Mr. Cievetanp. No, sir. ODM’s authority stems from the Stock 
Piling Act, Public Law 520. That law requires the responsible 
agency to determine which materials are strategic and critical, identify 
those to be stockpiled, establish stockpile objectives, and maintain 
policy supervision over procurement, storage, and maintenance. 

Mr. Puiturrs. Maybe my trouble is mechanical. 

Let us say that the Air Force, if that is one agency, decides how 
— aluminum or how much of some other matetint it is going to 
need. 

Mr. CLEVELAND. Yes, sir. 

Mr. Puiuuirs. Do they just write a letter to the ODM and say, 
“This is what we need,” or does that go to a group on which there are 
representatives of all the various war and defense agencies who then 
decide whether that is the correct figure and approve it by giving it to 
you? You see what I mean? 

Mr. CLEVELAND. Yes. 

Mr. Puituirs. Can the Air Force say it needs so many million tons 
of aluminum, and that is final? 

Mr. CLevevanp. If I may ask a question: Are you referring to 
current consumption or to estimated wartime demand? 

Mr. Puiurps. I am referring to whatever consumption is involved 
in the creation of a stockpile. 
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PROCEDURE FOR ESTABLISHING STOCKPILE OBJECTIVES 


Mr. Cievevanp. If I may I would like to outline the procedure 
for establishing stockpile objectives. 

Mr. Puiuurrs. Do it as quickly as you can, please. 

Mr. CLevetanp. All right, sir. The mechanics are fairly simple. 

The essential computation is a comparison of estimated wartime 
consumption with the supplies that would be available. The differ- 
ence then becomes a wartime deficit. For most cases that is estab- 
lished as the stockpile objective. 

Now, these computations are made by ODM and then are taken to 
an interdepartmental materials advisory committee. 

Mr. Puruutps. Inside of ODM? 

Mr. CLEveLanpD. Yes, sir. It is advisory to the Assistant Director 
for material. 

Mr. Patuutps. Next. 

Mr. CLEVELAND. It is discussed within this committee, and then 
the objective is set or modified. 

Mr. Puruurps. Modified by ODM? 

Mr. Cievetanp. That is correct. By the Director under the re- 
sponsibility which he acquired when responsibilities under the the 
Stockpiling Act were transferred to ODM. 

Mr. Puitures. Then the actual answer to the committee’s question 
I am not sure is clear on the record. The answer to the committee’s 

uestion as to where the National Security Council or the Joint 

hiefs of Staff come into this is that there is no direct connection with 
the determination of the stockpiling amount; it is merely that they 
would be two of the various agencies or groups who might give infor- 
mation to the ODM; but the ODM is the deciding agency. 

Mr. Cievetanp. That is correct. There is, however, a somewhat 
more direct connection than you have indicated. 

For example, clearly one of the most important assumptions that 
goes into the determination of the stockpile objective is the probable 
duration of a’war. This is provided for us through the National 
Security Council. 

There are other factors or other elements that go into determining 
war risks and the Joint Chiefs of Staff help us there. 

Mr. Meptey. Mr. Chairman, could I add one thing on the me- 
chanics of it, which I think might be helpful? 

As I understand it, in addition to what Mr. Cleveland has said, 
the ODM receives from Defense what Defense figures its needs will 
be in the form of end products. ODM in turn converts that into 
amounts of raw materials needed and takes this amount into consid- 
eration in arriving at supply requirements and deficits. Then the 
process which he related goes into play. You have the end product 
conversion into material requirements to make the cycle complete. 


GSA RESPONSIBILITIES IN STOCKPILING ACTIVITIES 


Mr. Jonas. In as capsule a fashion as you can state it, what re- 
sponsibility does GSA have in determining the sort of material you 
are acquiring? Do you get a directive from the ODM? 

Mr. Watsu. As to quality or quantity? 

Mr. Jonas. Both. 
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Mr. Watsu. We receive the directive from the Office of Defense 
Mobilization for the quantity and the rate of acquisition. That is 
backed up by specifications which were originally prepared by the 
Munitions Board, and are still carried on by the ODM. So there is a 
set of specifications backing up each and every material. It is our 
responsibility to live up to the directive and to the specification. 

Mr. Jonas. Do you have any authority to help determine those 
specifications? Ifso, how much? If you do not, does it come down 
to you as a finished product? 

Mr. Waxsu. It comes down to us as a finished product. 

Mr. Jonas. But you do have occasion to cooperate with the ODM 
in establishing them, do you not? 

Mr. Watsu. In certain areas; yes, sir. Most of these specifica- 
tions were worked up some years ago. There are working com- 
mittees. 

Mr. Jonas. All I am trying to find out is the division of authority, 
to see where the responsibility lies. 

Mr. Watsu. Yes. The responsibility for those specifications, was 

reviously with the Munitions Board and is now with the Office of 
efense Mobilization. 


CHAIN FENCE PURCHASED BY AIR FORCE 


Mr. AnpRrEews. We were told recently that last year or the vear 
before last the Air Force bought 146 miles of 9-foot chain fence of the 
most expensive type, most of which is now piled up out in the weather 
to deteriorate. Does your agency have anything to do with a deal 
like that? 

Mr. Watsu. No, sir. 

Mr. Anprews. Have they called on you to help them get rid of 
that wire fence? 

Mr. Watsu. Not insofar as my activity is concerned. Perhaps 
some other person here knows. 

Mr. Mansure. Could I answer that question? We are going into 
that subject this afternoon. We can answer that in detail then: 


TOTAL STOCKPILE OBJECTIVE 


Mr. Puiturps. The total amount of the inventory, the total stock- 
pile objective which Congress contemplated and under which ODM 
and GSA are working, is $6,814,801 ,966. 

Mr. Meptey. At December 31, 1953, prices. 

Mr. Puiturps. That would, in effect, change from time to time as 
prices change? 

Mr. Yes, sir. 

Mr. Puatiuips. Would you change it on the values of the materials 
already bought? Would you change your inventory values? 

Mr. Mspuey. Not on our official accounts. What we do, sir, is to 
reflect actual costs on our accounts and then at regular intervals we 
price out our inventory at current prices. 

Mr. Puixurrs. Then what do you consider to be the present value 
of your inventory: $4,255,134,668? 

fr. Mepuey. Yes, sir. 
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AMOUNT OF REQUEST FOR LIQUIDATION OF CONTRACT AUTHORITY 


Mr. Puiuurps. You are asking us this year for $27.6 million to apply 
on new purchases; new money to apply on the stockpiling purchases? 

Mr. Mzptey. No, sir; that amount is for liquidation of contract 
authority previously granted. 

Mr. Putxures. It is the same result. You have contracted for the 
material and you want $27.6 million of new money to retire that 
contract authorization. 

Mr. Mep.tey. Yes, sir. 

Mr. Puixures. You anticipate $27.6 million will be needed for the 
next year? 

Mr. Meptey. Or.future years. 


LEGISLATIVE LIMITATION ON TOTAL STOCKPILE 


Mr. Puriures. How close are you, then, to the original authoriza- 
tion limit for stockpiling? Was there a limit? 

Mr. Meptey. No, sir. 

Mr. Puiturrs. Then your limit is merely set by your ability to 
get the materials at the prices you have to pay for them? 

Mr. Watsun. That is correct, sir. We are limited by objectives 
established by ODM. 


TOTAL OBLIGATION PROGRAM FOR FISCAL YEAR 1955 


Mr. Puruurrs. On page 260 you show at the top of the page under 
“Program” an item of $313,594,900. Please say what that is for the 


record. 

Mr. Mep.ey. That is detailed, sir, at the bottom of page 265, 

Mr. Puiuurrs. That is the total program, in other words? 

Mr. Mep.tey. That is the total obligation program for 1955. 

Mr. Puiturrs. Which would include $16 million for the building 
of new warehouses? 

Mr. Mep.ey. Yes, sir. 


DONATED MATERIALS 


Mr. Puriures. What do you mean by “donated materials,’ please? 

Mr. Wausu. That is material which is either transferred as surplus 
from the military or material generated through counterpart funds of 
the Foreign Operations Administration. 


COST OF MATERIALS 


Mr. Putuurrs. So that we may have it on the record, the cost of 
actual materials in 1955 is $199,632,000. You must have on hand 
balances that you can use for that; is that right? 

Mr. Meptey. That is correct, sir. As you will notice, sir, on page 
263, the estimated unobligated balance as of June 30, 1954, will be 
$253 million. Added to that will be $60,594,900 of rotation receipts 
ee next year, which would make $313,594,900 available for 
obligation in 1955. 
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ROTATION RECEIPTS 


Mr. Puitiies. We should stop right there and say that rotation 
receipts are from materials that might deteriorate by being kept too 
long in stock, and you sell them and get that much for them and then 
go out and buy new materials for replacement. 

Mr. Mepbtey. That is correct, sir. 

Mr. Puiturrs. That leaves a total obligational authority of 
$313,594,900. 

Mr. Meptey. Yes, sir. 

Mr. Puiuures. I am not sure I understand the accounting. In 
fiscal year 1955 you expect to wipe all that out in order to arrive at 
zero. 

Mr. Meptey. That is right. To carry on the stockpile program in 
1956 we would require additional appropriations. The existing funds 
available will be fully obligated by June 30, 1955. 


ACQUISITION OF MATERIALS 


Mr. Puiturps. Unless there are further questions, we will take up 
the “‘Acquisition of materials’ item. Put pages 266 and 267 in the 
record at this point. 

(The pages are as follows:) 


1. Acquisition of materials 


$245, 340, 740 
+-31, 284, 595 


276, 625, 335 
HIGHLIGHTS 


Covers cost of materials purchased for the stockpile, cost relating to donated 
materials, cost of rotation of materials, and that portion of the expenses of opera- 
tions required to carry out this activity which deals with several operations, each 
of which varies either in work units or unit costs. It is, therefore, subdivided 
into major components to outline program and performance. These components 
are summarized below and each is discussed separately. 


1953 | 1954 1955 


(a) Cost of materials (purchase program) $231, 359, 103 | $183, 000,000 | $199, 632, 000 
6b) Expenses relating to donated materials__- 1, 684, 665 | 2, 200, 000 2, 000, 000 
c) Cost of rotation of materials 44, 641, 451 57, 884, 475 73, 094, 900 
(d) Expenses of operation - 2, 464, 146 | 2, 256, 265 1, 898, 435 


Total cost or estimate 280, 140,305 | 245,340,740 | 276, 625,335 


JUSTIFICATION 


(a) Cost of materials —The estimate includes price of materials, transportation 
to permanent storage location, and any contractual inspection and analytical 
services necessary prior to delivery to stockpile. Detailed information as to the 
kind, quantity, and cost of materials is shown on tables classified as security 
information, available for reference as necessary. 


(b) Expenses relating to donated materials 
$1, 684, 665 
2, 200, 000 


SC 

Program: 
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The estimate includes sll costs of preparing donated materials prior to stock- 
piling, including Foreign Operations Administration and postwar surplus trans- 
fers, and covers handling, transportetion, storage, inspection, and processing. 
The amount requested for 1955 is a nominal provision to cover postwar surplus 
transfers and costs arising from meteriels doneted to the stockpile as a result of 
repayments in kind under basic materials development contracts under authority 
of the Foreign Operations Administration. 


(c) Cost of rotation of materials 


1953 1954 1955 
From appropriation or estimate...............-.-----.-.-.--.- $5,444,951 | $10,375, 000 $12, 500, 000 
Gross cost of materials rotation. ..............-.-..-.--.-- 44, 641, 451 57, 884, 475 73, 094, 900 


Certain materials which deteriorate in storage must be rotated to maintain 
the prime condition of the stockpile. 

The gross amounts shown above include all obligations for the replacement of 
commodities already in the stockpile which are subject to deterioration. 

The net cost to the appropriation is the excess of cost of replacement as against 
trade-in allowances or proceeds from selling the rotated materials; transporting, 
handling, weighing, countermarking, etc., are additional cost elements. 


The following is the estimated rotation schedule, with price differentials, for 


1955: 
Unit cost | Total cost | Difference 
Sale price..._.....| $446.06 |$44, 606, 000 
Rubber. .. .-------.---- long tons 100, 000 laeepiek 2: 546.06 | 54,606,000 | $10, 000, 000 
Sale price. 215.00 5, 375, 000 
Oils. ...--------------- short tons..| 25,000 6, 875,000 | 1, 500, 000 
Sale .23 | 10,350,000 
PBR... pounds... 45,000, 000 :25 | 11,250,000] 900, 000 
Sale price. 2639 263, 900 
do....} 1,000,000 | 363,900 | 100, 000 
1955. 

(d) Expenses of operation 


Proper performance of the three foregoing subactivities requires adequate 
operating services of several kinds. In order to deseribe and relate these opera- 
tions to the program as a whole, they are brought together in one place and 
discussed in detail in a subsequent section of this justification. The cost of 
these operating services has been distributed between the two activities of the 
stockpile program in accordance with the kinds and amount of services necessary 
for the performance of each. In summary, the distribution of expenses of opera- 
tion to the acquisition of materials activity is as follows: 


1953 1954 1955 
2) Materials research and analysis. -_.........-.--..-...------ 107, 211 99, 300 101, 900 
448, 263 431, 200 376, 400 
4) Commodity 1, 273, 176 1, 197, 850 973, 100 
6) Administrative operations... ...................-.--..---- 576, 383 465, 530 385, 820 
Total expenses of operation .............-...--..-...-.-- 2, 464, 146 2, 256, 265 1, 898, 435 
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I want to know how many warehouses you have, how many you 
own, how many you lease, and why you have to spend $16 million 
for new ones. As you approach the end of a program that strikes 
me as being a fairly large amount. 

Mr. Tuomas. Mr. Chairman, before you go into that program let 
me get 1 or 2 questions in the record here, before we take up the 
expenses of operation. 


SALES OF STOCKPILE MATERIAL TO INDUSTRY 


Mr. Tuomas. What quantities of what materials are you taking 
from the stockpile and turning over to industry now, and at what 
price as compared to the acquisition cost? 

Mr. Wausn. There are no materials being taken out of the stock- 
pile and given to industry. There was a period of time when we 
were directed by Executive order to take some materials out of the 
stockpile and sell them to industry. 

Mr. Tuomas. That was about a year and a half ago? 

Mr. Watsu. Yes, sir. 

Mr. Tuomas. What materials were they, and what were the 
quantities? 

Mr. Waxsu. I do not have the figures with me, sir, on that. I 
would be glad to provide that for you. 

Mr. Watsu. I will speak from memory, if that is good enough for 
the time being. 

Mr. Tuomas. That is good enough. 

Mr. Watsu. Copper. Tungsten. Rutile. 

Mr. Tuomas. Tin? 

Mr. Watsu. No tin; no, sir. There was no tin taken out, nor 
nickel. I think there were about seven items. I can furnish that, and 
the value. 

Mr. Tuomas. What part of your stockpile did you take out, 
roughly? 10 percent? 5 percent? 2 percent? 

Mr. Mentey. A fraction of 1 percent. 

Mr. Watsu. It would be about 1 percent, or less than that. 

Mr. Tuomas. At what price did you dispose of it? 

Mr. Watsu. At the prices in effect at that time, which were estab- 
lished by the Office of Price Stabilization. 

Mr. Tuomas. You mean at the prices you paid for it? 

; Mr. Watsu. No, sir. In some cases it was higher than we paid 
or it. 

Mr. Tomas. What do you mean by ‘“‘in some cases’’? 

Mr. Watsu. For example, on copper we sold the copper at 24% 
cents, which was the domestic price established by the Office of Price 
Stabilization. A lot of that copper had cost the Government 18 cents. 

Mr. Tuomas. What about the other items? 

Mr. Wats. On the other items, such as rutile, for example, we 
had that free. It was a transfer from World War II surplus. There- 
fore, that cost nothing. 

Mr. Tuomas. But it cost money at the beginning. 

Mr. Watsu. Yes; it cost money at the beginning but I have no 
idea what it cost. : 

Mr. Tuomas. Generally it was talked around that you were dispos- 
ing of those materials out of the stockpile at a loss, when you put a 
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strict accounting to it, with overhead and so on, on the original 
purchase price. What about that? 

Mr. Watsu. I think strict accounting would show a profit over 
cost of around $5 million. 

Mr. Yares. Overall? 

Mr. Watsu. Yes, sir. 

Mr. Yates. Rather than item-by-item? 

Mr. Watsnu. Yes, sir. 

Mr. Tuomas. Does that include overhead, maintenance, and opera- 
tion cost? 

Mr. Watsu. I think it does, sir. 

Mr. Tuomas. What percentage in net profit would that be? Five 
percent? 

Mr. Watsn. From memory, it would be $5 million out of about $50 
million worth of releases. 

Mr. Tuomas. About 10 percent, then? 

Mr. Watsu. Yes, sir. 

Mr. Tuomas. Anyway, there is no material being taken out of the 
stockpile as of today? 

Mr. Watsu. That is correct. 

Mr. Tomas. And there has not been in the last 15 or 18 months? 

Mr. Watsu. That is correct. 

Mr. Puiuurps. You are going to put in the record a statement 
showing what the sales were? 

Mr. Watsn. Yes, sir. 

Mr. Puitures. And the dates on which they were sold? 

Mr. Watsnu. Yes, sir. 

Mr. Patties. And the date of the Executive order under which 
they were sold? 

Mr. Watsu. Yes, sir. 

(The information is as follows:) 


Materials released from the national stock pi Presidential authority as of December 
81, 1953 


Date of Presi- Amount Amount 
dential release authorized | withdrawn 


Nov. 19, 1951 
Jan. 30,1952 


Aug. 6,1951 
Sept. 20, 1951 
May 16, 1952 


May 22,1952 


May 3, 1951 
Jan. 30, 1952 


Nore.—These materials were sold to industry pursuant to igs lementing directives from controlling 
agencies. Sales totaled $50,442,273 with resultant profit to the U. 8. Government of $5,113,996. 


Mr. Purturpes. You said it was less than 1 percent, but you have a 
eet changing base. Is that the base as of the date you sold 
them? 

Mr. Watsnu. As of the date we sold them; yes, sir. 


Material 
28, 500 27, 904 
77,000 63, 152 
ungsten « ‘ound. 4, 03! 395 
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Mr. Jonas. To say that the amount was | percent of the total is 
meaningless to me, unless you break it down and state what the per- 
centage was for aluminum and what the percentage was for nickel and 
so on. 

Mr. Mansure. Suppose that we break it down by item, Mr. Chair- 
man. We will give you an analysis so that you can obtain what you 
want. I know what you have in mind. 

Mr. Puitures. If that is satisfactory to all members please do so. 

(The information is classified but was supplied to the committee.) 


AND Custopy or MATERIALS 


Mr. Paururrs. Put pages 268 through 271a in the record at. this 
point. 
(The justifications are as follows:) 


2. Receipt and custody of materials 


$38, 044, 735 
1, 075, 170 


36, 969, 565 
HIGHLIGHT 


Covers nonrecurring unloading and handling costs of commodities delivered to 
military depots and GSA warehouses; preparation of space to meet storage re- 
quirements; recurring charges for presently utilized space; necessary funds for 
additional space required for storage of new deliveries; special repackaging of 
materials; repairs to equipment; nonrecurring capital improvement such as con- 
struction of tanks for oil storage, construction of warehouses for materials storage, 
and construction of trackage as a necessary adjunct to proper storage; installation 
of thermal fire alarm systems were necessary in warehouse locations other than 
military, etc.; and that portion of the expenses of operations essential to the 
performance of these functions. 

This activity deals with several operations, each of which varies widely either in 
work units or unit costs. It is therefore subdivided into major components to 
justify program and performance. These components are summarized below 
and each is discussed separately as follows: 


1953 1954 1955 


(a) Strategic and critical materials warehousing $18, 490, 300 | $23, 951, 000 $18, 868, 000 
6) Construction of storage facilities 1, 895, 069 12, 000, 000 16, 000, 000 
c) Expenses of operation 1, 895, 567 2, 093, 735 2, 101, 565 


Total cost or estimate 22, 280, 936 38, 044, 735 36, 969, 565 


JUSTIFICATION 


(a) Strategic and critical minerals warehousing 
$18, 490, 300 
23, 951, 000 
18, 868, 000 


Provides for both recurring and nonrecurring costs of handling and placing 
stockpile materials in storage in existing facilities as follows: 


(1) Handling of materials 
$3, 388, 070 
2, 461, 700 


This is a nonrecurring operation and covers the expense of handling materials 
to be delivered into stockpile storage during 1955. The average unit costs reflect 
either agreed-upon charges or actual experience for handling to open, closed, and 
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tank storage at military depots, present contract prices for GSA warehouse storage, 
and prices in current contracts and quotations from warehousemen. Open 
storage is used where materials are of such nature that they can be stored in the 
open without harmful deterioration. Closed storage is used where materials are of 
such nature as to require cover. Tank storage is needed for liquid materials such 
as vegetable and fish oils. 

‘ a schedule which follows itemizes the handling requirement by type of storage 
acility. 


1954 1955 
(a) Handling at military depots (open): 
(0) Handling at military depots (closed): 
(c) Handling to tank, Federal: 
$60, 518 $86, 800 
(d) Handling at GSA warehouse (open): 
(e) Handling at GSA warehouses (closed): 
(f) Handling at industrial plant site: 
(g) Handling at commercial warehouses: 
$61, 842 $90, 000 
(2) Storage of materials 
(See table, pp. 270-271) 


This is a continuing operation and covers storage expenses of materials in the 
stockpile. The average unit costs reflect (1) agreed-upon charges for storage at 
military reservations; (2) actual experience rates at GSA warehouses for protection 
and maintenance; (3) actual experience rates for commercial storage, and (4) tank 
storage for oils. The lower unit costs indicated for new deliveries in 1955 reflect 
anticipated lapses for deliveries made from time to time during the year. 

With respect to open storage at military installations, it was determined by the 
Bureau of the Budget that beginning with 1955, no reimbursements are to be made 
to the Department of Defense for recurring costs. 


Total 


Continuing cost 
Nonrecurring cost. 


(6) Military (closed): 
Square feet 
Unit cost per year 
Continuing cost 
Nonrecurring cost 


Total cost 


22, 027, 727 
$0. 079 


22, 615, 727 


$1, 740, 190 
100, 000 


1, 840, 190 


10, 850, 817 
$0. 291 


$3, 157, 588 
830, 000 


Nonrecurring cost 


3, 987, 588 


194, 791 
$1. 59 


$308, 700 
50, 000 


(d) GSA (open): 
Square feet 
Unit cost per year 
Continuing cost 
in; 


(e) GSA (closed): 
Square feet. 
Unit cost per year 


Continuing cost 
Nonrecurring cost 


Total cost. 
(f) Industrial plant site: 
Short tons 
Unit cost per year 


Continuing cost 
Nonrecurring cost 


358, 700 


4. 900, 000 
$0. 056 


$274, 400 
153, 000 


427, 400 


8, 370, 286 


$1, 574, 000 
726, 000 726, 000 


2, 952, 719 
$0. 012 


899, 400 2, 300, 000 


2, 952, 719 
$0. 0116 


1, 972, 200 4, 924, 919 
$0. 0006 $0. 0075 


Total cost... 


$35, 683 
927, 000 


$1, 200 $36, 121 
600, 000 600, 000 


(9) Commercial facilities: 
Short tons__._ 


962, 683 


601, 200 636, 121 


Unit cost per year 
Continuing cost 
Nonrecurring cost 


Unit cost per year 


495, 310 
$10. 416 


18, 000 372, 000 
$10. 512 $10. 512 


$5, 159, 149 


Continuing cost_-. 


Nonrecurring cost 


Miscel 
Transportation 
Total storage costs 


$31, 108 
$3, 881,800 | $3, 881, 800 


6, 943, 858 | 16, 406, 300 


1955 
1954 _ 
Recurring New | 
22, 027, 727 588, 000 
|, 215, 000 215, 000 
10, 850, 817 700, 000 11, 550, 817 
$0. 2792 $0. 0516 $0. 2654 
$3,029,599 | $36,142 | $3, 065, 741 
3, 029, 509 770, 142 3, 799, 741 
(c) Tank (Federal): 
| 194, 791 62, 000 256, 791 
$0. 056 $0. 051 $0. 055 
$274,400 | $41,000 | $315, 400 
274, 400 276, 000 550, 400 
| 8,370,286} 1,200,000| 9,570, 286 
$0. 167 $0. 167 $0. 144 $0. 164 
400, 600 | $1,400, 00 |” 
1, 706, 000 | 1, 400, 600 
| $3, 721, 248 "$3, 910, 464 
5, 159, 149 3, 721, 248 189, 216 3, 910, 464 
(hk) Tank (commercial): 
$839,038 | $600, 210 $600, 210 
$24, 939 $10, 008 
$5, 256, 643 |__- 
| 
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(b) Construction of storage facilities 


This program provides for construction by GSA of tank farm facilities for the 
storage of liquid materials and warehouses for storing solid materials. 

Obligations for new construction in 1954 were originally estimated at $28 
million and the revised 1954 budget was presented on that basis. Certain delays 
have occurred, with the result that 1954 obligations are now estimated at $12 
million with the balance of $16 million to be obligated in fiscal year 1955. 

A schedule showing all facilities under this program, by location, is contained 
in table IV of the classified supplement to the justification. 

Government-owned space is more economical than commercial space. Pres- 
ently several hundred thousand tons of rubber, cordage fiber, and other highly 
combustible materials are stored in commercial warehouses. The average con- 
tract price for this storage service is $10.42 per ton-year. 

The cost per ton-year in GSA operated warehouses averages $3.183. This 
figure includes normal commercial costs except interest and insurance. When 
amounts for interest and insurance are added to the average GSA cost, the com- 
parable amount is $4.502 per ton-year as compared to the average contract price 
of $10.42 per ton-year being paid for commercial space. 

Protection from fire is another important factor. Owing to the combustible 
nature of the commodities to be stored, stringent fire protection standards must 
be enforced to protect the materials and assure their existence in case of national 
emergency. It has been developed, as a result of recent inspections of all com- 
mercial warehouses, that most of the space is substandard in nature. Permanent 
storage in such buildings would subject these materials to possible loss in event 
of fire. At the time this space was acquired, there was no standard warehouse 
space available. 

Constant coordination has been maintained with the Department of Defense 
in order that all existing military space in the proper areas can be fully utilized. 
For the past 3 years, little military space has been available for this program, 
due to the use of such space for defense items. Indications are that little, if 
any, such space will be available in the proper areas within the foreseeable future. 
Should military space become available, the GSA construction program will be 
immediately curtailed. 

(c) Expenses of operation 
$1, 895, 567 
2, 093, 735 
2, 101, 565 


Proper performance of the three foregoing subactivities requires adequate 
operating services of several kinds. In order to describe and relate these opera- 
tions to the program as a whole, they are brought together in one place and dis- 
cussed in detail in a subsequent section of this justification. The expense of 
these operating services has been distributed between the two activities of the 
stockpile program in accordance with the kinds and amount of services necessary 
for the performance of each. In summary, the distribution of expenses of opera- 
tion to the ‘‘Receipt and custody of materials” activity is as follows: 


1953 


$48, 366 
5) Storage and transportation operations 1, 158, 971 
6) Administrative operations * 688, 230 


Total expenses of operation 1, 895, 567 


Service ad ministration 


CONSTRUCTION OF WAREHOUSES 


Mr. Puruirs. Turning to page 271, I would like to know about the 
warehouses. Who will discuss that, Mr. Walsh? 

Mr. Wausn. I shall be glad to, Mr. Chairman. 

Mr. Puiturrs. That is rather a large item, $16 million. 
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Mr. Wausau. The total closed space required for storing the stockpile 
op the basis of stg ester 4 objectives is 24,337,000 square feet. The 
space allotted by the military and the space then available in the 
facilities of the General Services Administration was 11,476,000 
square feet. That left a deficit of 12,861,000 square feet. Of this 
deficit 7,424,000 has been constructed, and an additional 4,500,000 
is planned, leaving a deficit of 937,000 which would be commercial 
space. 

The construction already authorized will provide for 11,915,000 
square feet. 

Mr. Paruurprs. Does that include money you will spend in 1955? 

Mr. Watsu. That includes money we plan to spend in 1955; yes, sir. 

Mr. Puitires. What is the type of storage facility involved? 

Mr. Waxsu. This is all for tank farms and closed warehouse space, 
which must meet the fire standards laid down by the Munitions 
Board on the storage of these materials. 

If I may I would like to refer you, sir, to the table following the 
large table we have just referred to, table No. 4 in the classified section, 
sir. 

It lists there the warehouses which have been completed or are 
underway, and also shows the locations and warehouses that are 
planned for construction. 

Mr. Putturrs. We have evidence from time to time of the removal 
of military establishments from camps where there have been rather 
large storage facilities. Can you not use any of that? 


ENDEAVORS TO OBTAIN MORE SPACE FROM MILITARY 


Mr. Watsu. What we have done on that, sir—and the reason we 
have not gone forward on this construction which was authorized last 
year—is this: We have gone into this very, very thoroughly with the 
military to determine what space could be made available. We had 
a survey made by them in midsummer of 1953. 

After thay had advised us of their findings we then went to the 
GSA regions in which we had these space deficits. We asked our 
regional people to review all military space in those areas to see 
whether or not there was any space coming up which had not hereto- 
fore been considered. It was also to see whether or not there was 
any commercial space that could be bought. 

he result of that survey was that there was no space found. 

Then recently the newspapers carried articles by the Military that 
space would be made available. We have again gone back to the 
Military and said, “Here are the areas in which we need space. What 
space can you come up with in these areas?” 

Mr. Puruurres. Did you yourself have any conference with the 
military on that subject, or did you just read the newspapers? 

Mr. Wausu. We are in constant contact with them on this subject. 
When we read it in the newspapers we again went back and asked them 
to make another check to see whether or not space would be available 
within those areas. 

Mr. Puiturps. I am rather curious about this. This is personal 
and will sound very sectional, but as I look down the list of the com- 
pleted and planned storage facilities I do not see any in the western 
part of the United States. There is one at Pueblo and one at Flag- 
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staff. I do not see any in west Texas or Oregon or Washington or 
California. Are we not expected to be in the next war? 

Mr. Yates. There are none in Chicago, either. 

Mr. Puivurps. There are none in Chicago, We do not have any 
room in Chicago to put a warehouse, from what I understand. 

But there is plenty of room out in New Mexico and Arizona and 
west Texas. 


GENERAL LOCATION OF STORAGE PRESCRIBED BY ODM 


Mr. Watsu. Weare asked to store this material in consuming areas. 
We are given those consuming areas by the Munitions Board and the 
Office of Defense Mobilization. Those are the areas in which we are 

uired to store the material. 

hey give us what they call a pinpoint map, which relates itself 
back to the consuming areas. I have one here, if you would like to 
see it. 

Mr. Puuturps. I have heard rumors to the effect that we are making 
a lot of airplanes out on the west coast. 

Mr. Watsx. Yes, sir. 

Mr. Puitiurpes. You do not think we need any of this strategic 
material to make them? 

Mr. Wats. On the aluminum, we must store aluminum near the 
rolling mill. 

Mr. Puruurrs. I just wanted to make sure that we were going to 
take part in the next war. 

Mr. Wausu. This is the type of pinpoint map we have [indicating] 
to guide the location of storage paints. 

Mr. Jonas. Off the record. 

(Discussion off the record.) 

Pe eae What do the percentage figures mean here, Mr. 

Mr. Watsu. That is the percentage of the type of material. 

Mr. Puituips. That is being consumed? 

Mr. Watsu. Yes, sir. 

Mr. Mansurs. Mr. Chairman, in view of the fact that GSA has 
to spend this money for warehouses, would it not be feasible for 
Defense, in view of public statements they have made, to let us know 
what these facilities are they are foing to vacate? 

Mr. Putuurps. I think it would be very good. 

Mr. Mansurs. It is awfully hard for us to get the information 
from them. 

Mr. Putuutrs. The longer I sit on this side of the table the more 
I think we had better have a little coordination among the various 
agencies of Government. 


AUTHORITY FOR CONSTRUCTING WAREHOUSES 


Mr. Tuomas. You have 72 or 73 warehouses planned here. You 
have already started 38. I do not remember giving you authority 
to start 38 planned warehouses last year. 

Mr. Meptey. I do not have the details of that readily available, 
Mr. Thomas. We can supply it for the record. 


(The information is as follows:) 


1 
1 
1 
( 
\ 
i 
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CONSTRUCTION OF WAREHOUSES AND TANK Farms 


Justifications foreing fund requirements for carrying out the purposes of the 
Strategic and Critical Materials Stock Piling Act which resulted in the enactment 
of the cited public laws included the following estimates for construction. 


| Warehouse | Tank Total 


1949— Public Law 785, 80th Cong $6, 340, 000 $6, 340, 000 
1951—Public Law 759, 8ist Cong eS ae 1, 113, 300 1, 113, 300 

Public Law 911, 81st Cong : $13, 120, 000 2, 949, 400 16, 069, 400 
1952—Public Law 253, 82d Cong 25, 584, 354 9, 563, 400 35, 147, 754 


38, 704, 354 19, 966, 100 58, 670, 454 
Total obligated through Dec. 31, 1953 30, 000, 575 12, 659, 910 42, 660, 485 


Mr. Meptey. This program as I recall started with the appropri- 
ation in the fiscal year 1949. 

Mr. Tomas. As well as I remember, the committee always turned 
down the suggestion that you do this, and suggested you go to private 
warehousing. 

Mr. Puiuurps. Private warehousing and available public ware- 
housing, which in many instances is not fully occupied. 

Mr. Tuomas. That is 75 warehouses, and 38 of them have already 
been started. 

Mr. Wats. In 1951 there was authorized 2,415,000 square feet; 
in 1952, 5 million square feet; in 1953 we requested 2,500,000 square 
feet which was denied. 

; aes Tuomas. Who authorized it? Which committee authorized 
it 

Mr. Watsu. This committee, sir. 

Mr. Tuomas. I should like to read from page 10 of the report of 
the committee for 1954. I will read this into the record. 

During hearings on the bill the committee was advised of the difficulty in 
securing adequate storage facilities, including tank facilities, for materials which 
are being purchased. 

I remember that you wanted a whole lot of tanks for castor oil and 
other things. 

The committee is of the opinion that every means should be utilized for locating 
existing storage space before funds are used for the construction of new facilities. 
The committee feels that a stronger effort can be made to secure use of military 
storage facilities. It is also apparent that commercial facilities can be made 
available for stockpile purposes if the Munitions Board storage areas and patterns 
are extended. Both of these avenues should be further explored before funds 
are used to provide for the balance of the needs of the stockpile in Government- 
owned new construction. 

Now I would like to have the 1953 report. 

Mr. Watsu. I believe it was denied in 1953, sir. 

Mr. Tuomas. How do you construe that, if it is not a denial? Is 
there money in there to implement those words? 

Mr. Puitiirs. How many of these 38 warehouses have actually 
been started? 

Mr. Watsu. Of the 38 Mr. Thomas speaks of, none has been started. 
That is under plan. None of those has been started. 

Mr. Tuomas. Let me read into the record, Mr. Chairman, what the 
committee said for the fiscal year 1953 on this construction program. 


The reduction recommended consists of a saving of $721,000 in the estimate of 
$4,806,000 for expenses of operation, and disallowance of the estimate of $20.3 


1438 


million for the construction of storage facilities. The committee believes that 
storage space required under this program can be located by the Government in 
existing warehouses and other facilities, and it is withholding this appropriation 
until further assurance is given that all means of locating such space has been 
unsuccessful. 

That is in the fiscal year 1953. I see you started in fiscal year 
1953 7 warehouses at a cost of $2.5 million for 1, $2.4 million for 
another, $3.4 million for another, $2.8 million for another, $1.9 million 
for another, $2.4 million for another, and $1.63 million for another. 

Mr. Mepugry. Mr. Chairman and Mr. Thomas, none of the funds 
for 1953 and 1954 were used, in accordance with the directive of the 
committee. 

Mr. Tomas. What did you use: funds appropriated for buying 
critical materials? 

Mr. Mep.try. No, sir. On the basis of information handed me— 
which we would like to verify—in fiscal year 1949 $6,340,000 was 
authorized for construction of storage facilities. In the fiscal year 
1951 in the original appropriation 

Mr. Tuomas. You had better talk about 1953. 

Mr. Puruures. What he is working up to, I gather, is the fact that 
they had some money left over. 

Mr. Meptey. Yes, sir; money and authorization. 

Mr. Puiturps. So GSA went ahead and spent it. 

Mr. Meptey. From 1949 through 1952 the committee had author- 
ized a total of $58,670,000 of which there has been obligated, if I 
understand this statement correctly, $42,660,485. 

Mr. Tuomas. For warehouse construction purposes? 

Mr. Meptey. Yes, sir; warehouses and tank farms, sir. 

Mr. THomas. 1950 and 1951? 

Mr. Meptey. 1949, 1951, and 1952. 

Mr. Sauispury. That original figure you gave, Mr. Medley, 
represents the initial tank farm, for that initial figure. That was 
set aside for construction of a tank farm. 

Mr. Patiutps. No other warehouses, just the tank farm? 

Mr. Satessury. No warehouses at that time. At that time the 
objectives were long range. Our objectives were increasing. 

r. Tuomas. On these figures you set out, are they for tank farms 
or warehouses? There is quite a difference between the two. 

Mr. Sauispury. Here is the statement on the tank farms 

Mr. Paruutres. Look at table IV. The tank farms are on a separate 
list at the bottom. The figures Mr. Thomas read apparently are for 
warehouses. 

Mr. Wausu. That is correct, sir. 

Mr. Puitures. You have not built warehouses out of that money, 
only a tank farm. 

Mr. Sauispury. Just a tank farm on the 1949 amount. 

Mr. Meptey. The first 2 amounts I read, $6,340,000 and $1,113,000, 
were solely for tank farms. Then the figures included, according to 
this statement, in the 1951 supplemental appropriation and 1952 
appropriation—$13,120,000 and $25,584,354, respectively, for ware- 

ouse construction. 

Mr. Watsu. There has been no money from either 1953 or 1954 
appropriations spent or obligated for construction. All the construc- 
tion that has been completed or is now under construction is that 
which was authorized prior to those years. 
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Mr. Putuurrs. Let me make this clear. Do you have enough 
money to complete all the warehouses which are presently in the 
process of construction? 

Mr. Watsnu. Yes, sir. 

Mr. Puiirrs. That was all from appropriations prior to 1953 or 
1954? 

Mr. Wats. Yes, sir. 

Mr. THomas. What years? Do you recall the years, and what the 
amounts were? 

Mr. Watusu. The figures I have here, sir, are listed in square foot- 
age. I do not have dollar amounts. It was 1951, 1952, and 1954. 
1954 did authorize some on condition 

Mr. Toomas. What did 1954 authorize? 

Mr. Watsu. It authorized construction, as I interpreted it, if we 
were unable to find any space within the Government. That is what 
we are still trying to determine. 

Mr. Tuomas. ere did the money come from? 

Mr. Watsu. It was in our presentation that we made at that time 
for warehousing space. 

Mr. Tuomas. I have the report for 1954. I do not see how you 
get that construction out of the language. Let us see how you are 
going to juggle your dollars around. 

Mr. Puruiips. We are known to be a very liberal committee with 
money. Mr. Walsh is just recognizing that. 

Mr. Yates. Off the record. 

(Discussion off the record.) 

Mr. Puiuuirs. Was it something that was put in by the Senate and 
kept in in conference? 

Mr. Tuomas. How much was put in the 1954 bill for construction? 

Mr. Meptey. $28 million, Mr. Thomas. 

Mr. THomas. $28 million? 

Mr. Mepuey. That was in the budget estimate; yes, sir. 

Mr. Tuomas. It was denied by this language in the report for 1954. 

Mr. Yates. There is something strange there. 

Mr. Mepuey. Was it qualified somewhat, sir, that before we used 
any of the money we should take certain steps in order to be certain 
that every means should be utilized for locating existing storage space; 
and further that the Munitions Board should consider extending the 
storage areas and patterns? That has been under consideration, 
and none of the funds have been used to date. 

Mr. WatsH. That is correct. That study has been under way 
since that time, and no funds have been obligated. 

Mr. Putturrs. I think that is the answer to the last year’s problem. 
Evidently they do not spend any money. They are coming up with 
a request to spend it. 

The interesting thing to me is that they had so much money left 
over from the previous appropriations. 

Mr. Tuomas. If my memory serves me correctly, there was no 
money put in last year’s bill for construction purposes. 

Mr. Puiuurps. Even if they had it, they have not spent it. All this 
money that was put in prior to 1953—in 1952, 1951 and 1950 or when- 
ever it was—is the money that has been used for starting and building 
these warehouses. 
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Mr. Wausu. That is right. The difference between the estimates 
and the actual obligations was brought about by a simplified design 
of construction which reduced the cost of construction below what it 
was originally estimated to be. 


LOCATIONS OF STORAGE FACILITIES 


Mr. Priturps. While that matter is being looked up, I would like 
to come back again to this matter of locating warehouses. Putting 
aside all sectionalism, it seems to me as if you were, as you say, getting 
these warehouses located very near the industrial plants that expect 
to use the material. 

Mr. Watsu. That is correct. 

Mr. Puiuutrs. Is that for convenience in bombing them? 

Mr. Watsu. Well, to relieve the transportation of material in time 
of +1: ome is the principal reason. 

Mr. Puiuurps. That is all right, but this does not only apply to 
your program. It applies to many of the industrial programs I 
observe going on all over the United States. I think the object is 
to get the industrial plants and the supply areas and the transportation 
all conveniently located so it will not be difficult to bomb them. 

Mr. Mansure. How near would these be to an industrial plant? 

Mr. Watsu. Some of them are very close to industrial plants. 

Mr. Jonas. Such as in eastern Pennsylvania? 

Mr. Wausu. For example, Bethlehem is right in there. You can- 
not be in Bethlehem and not be near industrial plants. 

Mr. Puitures. We have had that problem all along, Mr. Mansure. 
All joking aside, it is quite a serious problem and quite a difficult 


problem for you as well as for us. 

First of all, the industrial plants want convenience. They want 
shipping facilities. Then they never want to move off the spot on 
which they are now located. None of their workers do. 


USE OF COMMERCIAL WAREHOUSES 


Mr. Jonas. Where is the list of warehouses you have under lease? 

Mr. Wausu. We have none under lease, sir. e occupy commercial 
warehouses as tenants. We have none under lease. have given 
you a list of those. 
; a Jonas. What you mean is that you have no long-term standing 
ease 

Mr. Wats. No, sir. 

Mr. Jonas. It runs from month to month? 

Mr. Wausu. There is the list, sir (indicating). 


DISPOSAL OF STORAGE FACILITIES 


Mr. Puttirps. Do you ever go to the Security Council? 

Mr. Mansure. Yes. 

Mr. Pururs. It would not hurt to take up this matter of dispersal 
with them. 

Mr. Mansure. Yes, sir. 

Mr. Puiures. Because it certainly is not meeting with the approval 
of this committee. 

Mr. Mansure. It is a current question right now. 
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LEASED OPEN STORAGE SPACE 


Mr. Wats. That which you will find under there as leases, sir, 
is usually open storage near plant sites for ores and things. 

Mr. Jonas. Which is that? 

Mr. Wats. On the heading of “Leases.’’ That is usually the 
lease of the ground on which the material is stored. Your last column 
shows the commercial warehousing. 

We are in 205 commercial convene’ at the present time. 


TYPES OF STORAGE FACILITIES 


Mr. Puiuurps. Does all of this material have to be stored indoors? 

Mr. Wats#. No, sir. 

Mr. Putuurrs. Do you store any in just open areas? 

Mr. Watsu. All the ores and most open metals are outside. 

Mr. Puiturpes. Can you store aluminum ingots outside? 

Mr. Watsn. Yes, sir. We even store the tin outside. 

Mr. Putiures. Do you want to see this list, Mr. Thomas (handing 
document to Mr. Thomas)? 

Mr. Jonas. On the first page, does the number 71 indicate that you 
have 71 buildings owned by the military? 
‘ es Wausu. Seventy-one locations. It may be more than 71 

. Jonas. Seventy-one military sites? 

Mr. Wausau. Yes, sir. 

Mr. Jonas. What is the “10 GSA”’? 

Mr. Watsu. Those are sites where we have constructed warehouses 
or secured sites with buildings already constructed. 

Mr. Mansure. Those are GSA’s buildings. 

Mr. Jonas. Why would you be renting them, then? 

Mr. Wausu. We are not renting buildings, sir. 

Mr. Mansure. This is just a recap of all locations. 

Mr. Wautsu. The commercial is the 205. 

Mr. Mansvure. This [indicating] is the rented group. These [in- 
dicating] are the others. 


UTILIZATION OF WAREHOUSES 


Mr. Puiturrs. Are your warehouses so classified and so operated 
that you cannot store various types of material in the same warehouse? 

Mr. Watsu. No, sir. We can store any type of material in a ware- 
house that is required for that consuming area. It is not limited solely 
to a given type of material. 

Mr. Puitiirs. Would you limit it to the classification of strategic 
material? 

Mr. Watsu. Yes, sir; at present. 

Mr. Pups. Nothing else? 

Mr. Watsu. In some of the locations we have let Civil Defense 
utilize a portion of the areas. That is particularly the open space. 
_ they are utilizing some of the areas in which we have strategic 

s. 

Mr. Puttiirs. These warehouses are not of a design and construc- 
tion so that you could use them for warehousing for Federal Supply? 

Mr. Wausu. Yes, sir. Very definitely. 
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Mr. They are? 

Mr. Watsu. Yes, sir. 

Mr. Puituips. But they are not using them? 

Mr. Watsu. We are using space in some of the Federal Supply 
warehouses, but Federal Supply is not using ours at the present time. 

_Mr. Putuures. Is that because yours are tight, or because it is a 
different type of warehouse? 

Mr. Wausu. They are usually in a different location than where 
they need them. 


1954 BUDGET REQUEST FOR ACQUISITION OF MATERIALS 


Mr. Tuomas. It appears that there was no appropriation for the 
purchase of strategic and critical materials for 1954. They submitted 
two budgets. 

Mr. Mansure. Yes, sir. 

Mr. Tuomas. In the second budget they volunteered the informa- 
tion that they did not need any funds at all. 

There was appropriated for services, as authorized by section 15 
of the act of 1946: 


$139,000 of such funds shall be available for expenses of travel, 


but it was all for personal services. 

I do not see where the gentlemen get the idea that there is $28 
million in there for warehousing, particularly in view of the situation. 
What about it? 

Mr. Pures. Who answers that question? 

Mr. Wausu. Frankly, I cannot. know in our first presentation 
we did have it in there. 


REVISED BUDGET ESTIMATE FOR 1954 


Mr. Tuomas. Then you came back with a revised budget? 

Mr. Watsu, That is right. 

Mr. Mep.ey. Mr. Thomas, we submitted the revised budget. 

Mr. Tuomas. The figures you gave me awhile ago were in your 
first budget and not in your revised budget. The one that actually 
passed was y 5ur revised budget. 

Mr. Mepuey. I do not have a copy of our 1954 justifications 
before me, but as I recall it the $28 million was programed for obliga- 
tion in the revised budget. However, we can check that point very 
carefully. 

Mr. Tuomas. Your appropriating language says— 


Funds for this purpose during the fiscal year shall be available for services—— 


Mr. Putuurps. Is there anything in this bill or in the preceding 
bill, Mr. Thomas, which gave GSA the authority to use its unex- 
pended balance? I think there may be a point there on the $28 
million. You see, this budget went back to the new Budget Director 
for revision. 

Mr. Meptey. That is correct. 

Mr. Puiiuips. It came down and we worked on the revision. 

Mr. Meptey. That is right. 

Mr. Putuuips. If it were not in the revision, the other budget by 
that time to all intents and purposes was extinct. 
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Mr. Tuomas. No; I do not think so. The only provision in there 
is that any funds received as proceeds from the sale or disposition of 
the material they can still use for stockpiling purposes. 

Mr. Meptey. Sir, I think that language—at least as we under- 
stood it—was submitted as continuing authority for the agency to 
continue the stockpile program generally with the unobligated balances 
available. 

Mr. Tuomas. What unobligated balances? 

Mr. Mepuey. Unobligated balances available on June 30, 1953. 

Mr. Tuomas. For the purchase of critical materials. 

Mr. Mep.ey. Well, sir, I have a copy of our revised budget here 
in front of me for 1954, and the revision of page 333 of the original 
a et included an estimate of $28,826,700 for construction of storage 
acilities. 

Mr. THomas. How much was your personal services and other 
objects, excluding warehouses, under your revised budgets? 

fr. Mepuey. The 1954 obligational program, the total program 
in the revised budget—cost of materials, rotation expenses, ware- 
housing and everything—was $363,606,368, of which $28,826,700 was 
for construction. 

Mr. THomas. How much was appropriated for those purposes of 
that amount? 

b Mr. Meptey. There was no money appropriated, sir. This was a 
presentation to the committee of how we proposed to use during 1954 
the balance of existing funds previously appropriated. 

Mr. Tuomas. Had $28 million been previously appropriated to you 
for warehousing? 

Mr. Meptey. Previous appropriations included some $39 million 
for warehouses, and in view of the committee’s denial of funds in 1953, 
we have held the program to date within that amount. 

Mr. Tuomas. And you used it for building warehouses? 

Mr. Meptey. We have obligated $30 million of it to date. , 

Mr. Toomas. Where did you get the money? Let us get down to 
cases. We are spending too much time on this. 

You know the answer and I do too; so let us get it on the record. 

Mr. Meptey. The answer, sir, on the record is that appropriations 
for the fiscal years 1949—— 

Mr. Tuomas. Let us not go back to 1949. Why did you put in 
an estimate in 1954 if you had already had it justified and cleared in 
1949? That does not make sense. 

Mr. Meptey. That was not an estimate for construction, per se. 
It was the obligation program as a part of the budget process. The 
same kind of presentation is made this year, when we are not asking 
for any new obligational authority. 

Mr. THomas. You mean when it has been denied one year you 
come back the next year. That is true? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. You stated it had been approved in 1949. If it had 
been approved in 1949 why did you want it approved in 1954? 

Mr. Meptey. Well, Mr. Thomas, the construction program had 
been previously allowed in 1949, 1951, and 1952 in the amount of 
$58,670,454 of which $38,704,354 was for warehouses. 

Mr. Tuomas. That is obvious. 
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Mr. Meptey. However, the committee denied the use of any funds 
cerepaetes under this head for additional construction in 1953. 

e believed that additional construction facilities were necessary. 
Therefore, in the presentation as to the use of the unobligated balance 
on June 30, 1953, we presented our program for using those funds, 
which included the $28 million for new construction. 

Mr. THomas. You mean from the funds heretofore appropriated 
to purchase critical materials? 

Mr. Meptey. Yes, sir; from funds previously appropriated to carry 
out the Act. 

Mr. Tuomas. You spent those funds? 

Mr. Meptey. No. 

Mr. Tuomas. For building warehouses? 

Mr. Meptey. No, sir; we have not spent any of the $28 million. 

Mr. Tuomas. You were not given $28 million last year. 

Mr. Meputey. The committee directed that before the money was 
used these studies be made, and the studies have been made. 

Mr. Tuomas. Can you straighten this thing out for Mr. Phillips 
and me this afternoon or tomorrow, or will we have to get the General 
Accounting Office in on it? Take your choice right quick. 

Mr. Meptey. This afternoon or tomorrow; whatever you say, sir. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Puriures. He is scratching off 1949, 1950 and 1951, and has 
it boiled down to the fact that they asked $28.8 million last year and 
they did not get it, so they have not spent it, but they are hoping we 
will overlook that and put it in for this year. 

Mr. Meptey. Well, that is substantially correct. I would dis- 
agree slightly with the part which refers to overlooking it. 


EXPENSES OF OPERATION 


Mr. Puruures. On page 268 you show that you want $2,101,565 for 
expenses of operation, which suggests a little explanation on your 
part, because you seem to be going up $200,000 from 1953 to 1954 
and about $7,000 for this year. It seems that you would level off. 
My er is that you are es practically a conclusion, Mr. 
Walsh, on your percentage needs. I would think that your request 
for next year would have been less than for this year. 

Mr. Wausu. No, sir. As more and more materials are delivered 
into the stockpile each year, the expenses of operation will increase. 

Mr. Puiuurprs. Is this entirely a matter of warehousing cost? 

Mr. Wausu. Operating expenses in connection with receipt and 
warehousing, sir. 

Mr. Puiuuirs. This has nothing to do with purchase? 

Mr. Wausu. No, sir. 

Mr. Puiiurrs. Or accounting for it? 

Mr. Watsu. No, sir. 

Mr. Puixuirs. Your assumption is that if you increase the number 
of warehouses by those indicated on the separate sheet that you will 
need more money to operate the warehouses? 

Mr. Wausu. That is correct. 


1 
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EXPENSES OF OPERATION 


Mr. Puiturres. Put pages 272 and 273 in the record. 


Expenses of operation, summary 


Average employment 


Department Field 


$4, 350, 000 498. 9 361.0 
—350, 000 —63. 8 —38.1 


4, 000, 000 435. 1 322.9 


HIGHLIGHT 


All operating functions essential for providing and performing the two preceding 
activities of the stockpile program are brought together in this section. Each of 
these services is not only necessary but it is equally important that they be pro- 
vided in such manner and amount as to maintain a balance between the several 
services and to accomplish the pro;ram workload. 

“Expenses of operation”? comprises six differing functions, each of which is 
explained in detail on the following pages. The expense of each function is dis- 
tributed between the preceding program activities in accordance with the services 
necessary for carrying them out. 

In summary, the relation between the workload of the stockpile program for 


1953, 1954, and 1955 and the expenses of operation for these years is shown in the 
following table: 


Workload in dollar millions: 
Purchase commitments 
Inventory in custody (June 30)!. 
Rotation purchases 
Rotation sales 


Total workload units_-. 


of operation: 
1) Service administration 
2) Materials research and analysis 
Commodity inspection 


5) Storage ard transportation operations 
6) Ad trative operations 


Total expenses of operation.._.................-..-- 
Ratio of expenses of operation to workload percent 


1 Inventory valued at Dec. 31, 1953 prices. 


41872—54—pt. 2——-18 


Total 
Change. ~101.9 
1953 | 1954 | 1955 
$231 $183 $200 
3, 876 4, 599 5, 082 
5, 050 5. 609 5, 899 
E 
107, 479 113, 100 111, 300 
{ 107, 211 99, 300 101, 900 
( 448, 263 431. 200 376, 400 
1, 273, 176 1. 197, 850 973, 100 
1, 158, 971 1, 264, 300 1, 273, 700 
1, 264, 613 1, 244, 250 1, 163, 600 
4, 359, 713 4, 350, 000 4, 000. 800 
0. 086 0.077 | 0. 068 
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Mr. Puiturps. Over on page 272 of the justifications your figures 
still are going up. 

This is seabebiy what I should have asked you about. I thought 
the other had some operating expenses in it, but that was only for 
— and warehousing. 

Why do you not level off, Mr. Medley, when you are getting to the 
top of your purchasing requirements? 

Mr. We are actually coming down, Mr. Chairman. 

Mr. Puiuuries. A little matter of $350,000. Can you not do better 
than that? 

Mr. Meptey. No, sir; I do not think so. 

Mr. For ‘Materials research and analysis’ you are ask- 
ing more for next year than for last year. You are analyzing fewer 
materials. 

On your “Purchasing operations’ you are only reducing about 
$60,000, and you have practically concluded your purchasing program. 

On the “Inspections” you have only reduced about $200,000, and 
you are reaching the end of your program. 

On the “Storage and transportation operations’? you want $1\ 
million, in addition to which Mr. Walsh wants $2,101,000, which is 
more than he wanted for last year. Do you not have a little duplica- 
tion there? 

Mr. Meptey. Well, sir, the total of $4 million for the expenses of 
operation is distributed between the two previous activities; namely, 
“Acquisition of materials’’ and “Receipt and custody of materials.” 

— Puituirs. Wait a minute. Do I understand there is a duplica- 
tion 

Mr. Meptey. Yes, sir. The estimate for “Expenses of operation” 
is built up here and then distributed to the two budgetary activities. 

Mr. Puruuirs. This is not $4 million plus the other? 

Mr. Mepuey. That is correct. 


STORAGE OF OPIUM 


Mr. Jonas. I wanted to inquire why they were storing opium in 
Atlanta. 

Mr. Puaruuies. I think that is important. Why are you storing so 
much opium anyway? Why are you storing it in Atlanta? 

Mr. Wausu. I would imagine the answer to it would be there must 
be some processor in that neighborhood. We store it where we are 
told to store it. Back of that I imagine there would be a processor 
in that area. 

Mr. Mansure. And also there is the matter of security for nar- 
cotics. 

Mr. Sauispury. Opium has to be kept in locked vault storage. 
There was a time when we had trouble getting vault storage. But 
Atlanta is still in the area prescribed by ODM. 


ADMINISTRATIVE OPERATIONS 


Mr. Puiturrs. Put the text part of pages 288 through 296 in the 
record at this point. : 
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Expenses of operation—(6) Administrative operations, summary 


Average employment 


Depart- 
ment Field 


233 
—21 


212 


HIGHLIGHT 


Administrative operations with respect to financial, administrative, legal, 
informational, and investigatory work are provided for stockpiling program by 
staff offices of GSA. 

Expense of these services is summarized below and explained in greater detail 
on pages which follow. 


Summary and comparison of expenses by fiscal years 


(a) Executive direction 
Financial services... 


Legal services 
e Compliance services... 


Infor 
Total 


b. Financial services 


Average employment 


Field Total 


$835, 200 179.4 
—36, 200 . —12.4 


799, 000 . 167.0 


HIGHLIGHT 


All budgeting, accounting, and auditing services and related functions necessary 
for carrying out stockpiling of — and critical materials are provided under 
supervision of the Comptroller of GSA. These functions are performed in central 
office with gonntegpen in all regional offices, except region 3 located in Wash- 


ington, D. C. 
his includes maintaining a single, integrated system of a cost, operating, 


and inventory accounts to reflect status of program operations. It is the objective 
to make annual audit surveys of records maintained of strategic and critical 
materials purchased under the Stock Piling Act and stored at military, Federal, 
and commercial warehouses, including reconciliation of depot and control accounts, 
and where practical, inventory verifications on a test-check basis. It will be 
ascertained through these surveys whether adequate measures are being employed 
to safeguard materials and adequate and correct property accountability records 
are being maintained. 


di 
Amount 

Total 

fc 
p 
F 1953 1954 1955 sie 
Man- Man- Man- 
Amount years Amount years Amount y . 
N 

826,415 | 179.8 | $835,200 | 179.4 | $799,000 | 167.0 

216,099 | 54.7] 190,250] 47.0] 153,900 36.6 

97,561] 16.7] 73,100] 10.0] 65,500 8.8 
( 95,014] 17.7] 136,500] 20.6 | 136,000 19.6 re 
1.0 9, 200 1.0 9, 200 1.0 
264, 613 | 272.6 |1, 244,250 | 258.0 |1, 163,600 | 233.0 
re 

Amount 
Depart- 
ment 

n 
€ 
i 
r 
t 
t 
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In performance of these functions it is expected that workload in 1955 will vary 
directly with volume of purchase and delivery transactions. 


1953 


Amount 


5. $44, 900 

4. 3A, 850 

652,382 | 155. 617, 860 
4, 207 1. 23, 020 
96, 994 13. 114, 570 
826, 415 79. 835, 200 


Budget. $33, 906 
Accounting 926 


JUSTIFICATION 


Accounts and reports.—This subactivity composed of six major functions per- 
forms all accounting and financial reporting operations incident to stockpile 
program, 

(a) Voucher examin«tion.—Voucher workload for this program has not followed 
a consistent pattern in relation to expenditures. 


1952 


Expenditures (millions) $991.7 
Number of vouchers. 61, 000 


Increased voucher workload with a corresponding decline in expenditures is the 
result of contracting for smaller lots at more frequent intervals. This trend is 
continuing in 1954. Vouchers received for the first 6 months of fiscal year 1954 
were 41,759 in relation to expenditures for the same period of $353.4 million. 

Based on projected expenditures of $539.3 million for 1955, estimated voucher 
workload is 60,000. On the basis of a ratio of 1:1818 the number of positions 
required in 1955 is 33. 

he estimate of vouchers to be processed takes into consideration a reduction in 
the voucher backlog from 1 month to 1 week in order to avoid complaints and 
criticism from contractors that payments of invoices are not prompt. 

Voucher payments under this program are time-consuming and complex due to 
the required purchasing procedures involving varied delivery terms and escalation 
pricing clauses. Documentation required in support of payments varies with the 
country of origin and commodity. Purchasing procedures follow trade practices 
resulting in payment procedures unusual to normal Government operations. 

) Accounting transactions.—It is estimated that there will be 350,000 line 
column postings for 1955. During the first 6 months of fiscal 1954 there were 
193,000 line column postings. Projecting this through 1954 would indicate approxi- 
mately 386,000 line column postings for anticipated expenditures of $786 million. 
Although estimated expenditures for 1955 are $539.3 million, the line column 
postings will not be materially reduced because of increased rotation sales during 
1955 and a reduction of current backlog in billing sales. 

There were 1,269 rotation sales contracts billed during 1953 totaling $39.2 
million. During the first 6 months of fiscal 1954 there were 757 sales contracts 
billed, or on hand to bill, totaling $28.9 million. Rotation sales for 1954 are 
estimated at $47 million and $61 million for 1955, thus indicating a 53 percent 
increase in rotation sales activity during 1955 over 1953. 

Based on a production factor of 11,700 postings per man-year and projected 
reduction in the backlog of billing sales the requirement for 1955 will be 30 posi- 
tions. Including 19 positions engaged in the complicated function of controlling 
the extensive documentation generated by this program, a total of 49 positions will 
be required in this work. 

(c) Inven transactions.—Factors affecting the workload of inventory ac- 
counting are the movement of materials into storage, between storage locations, 
rotation sales, and inventory reporting. In this respect expenditures do not bear 
any direct relation to the number of inventory transactions which will be processed. 


1954 1955 
Man- Man- Man- 
PF years Amount years Amount years : 
8.0 | $44, 200 8.0 
4.4 34, 300 4.4 
148.1 581, 800 135.7 
3.0 23, 000 3.0 
15.9 115, 700 15.9 
Total cost or estimate_...................- 179.4 | 799,000 167.0 
Change for 
|| 1953 1953 
$969. 5 —$22.2 
95, 000 +34,000 
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Fiscal 1953 expenditures amounted to $969 million whereas there were 82,175 
documents processed. Expenditures for the first 6 months of fiscal 1954 aggre- 
gated $353.4 million whereas inventory documents for the same period totaled 
43,910. Documents to be processed in 1954 are projected at 105,000. 

Although projected expenditures for 1955 are $539.3 million, rotation sales are 
expected to increase from $47 million in 1954 to $61 million in 1955. It is esti- 
mated that 101,500 inventory documents (custody receipts, outbound receipts, 
shipping reports, analysis and weight certificates, surplus declarations, sales docu- 
ments, etc.) will be generated in 1955. 

An average of 8 computations, postings, or actions in connection with each docu- 
ment is required which results in a finished equivalent of 812,000 transactions. 
One man-year is required for 21,000 such transactions. At this ratio 38.7 posi- 
tions will be required in 1955. 

(d) Claims.—It is estimated that four positions will be required to process ad- 
ministrative claims. 

(e) Financial reports—In 1955 8 positions will be required to prepare 1,660 
pages of reports distributed as follows: 2 positions for 270 pages of financial re- 
ports, 3 positions for 700 pages of inventory reports, and 3 positions for 690 
pages of financial statistical reports. 

(f) Payroll——Based on 758 positions covered by this estimate, a minimum of 
3 positions will be required in 1955 for payroll operations on a ratio of 1:253. 

Internal audits —During 1955 audits will be conducted involving surveys of 
storage conditions and reconciliation of records at approximately 130 military 
depots and other Federal or commercial warehouses storing strategic and critical 
materials with GSA Central Office records. Internal Audits Division is also 
responsible for auditing financial accounts of the strategic and critical materials 
program. A total of 15.9 positions will be required for these services in 1955. 

Other services.—In addition to the foregoing services are those which by the very 
general nature of their functions are not susceptible to workload analysis. These 
include 8 positions required for budget administration, 4.4 for development and 
continuous improvement of accounting programs and systems, and 3 for handling 
matters pertaining to credit and advance financing of suppliers. This group 
totals 15.4 positions. 

c. Administrative services 


Average employment 


Department Field Total 


$190, 250 39.0 47.0 
—36, 350 —6.4 —10.4 


153, 900 32.6 36.6 


HIGHLIGHT 


Office of Management provides for all management functions necessary for 
carrying out strategic and critical materials program. These functions are per- 
formed under direction of Director of Management by four divisions in central 
office 7  ateapedtate in all regional offices, except region 3 located in Wash- 
ington, D. C. 

unctions include development and control of organization, methods, and 
operating manuals and procedures; development and coordination of forms; 
development and control of statistical reporting systems; conduct of a personnel 
management program; performance of office services and internal supply duties; 
and administration of internal records program. 


1953 


Amount Amount 


$75, 775 $26, 107 
16, 642 9; 200 


Organization and methods. 
Statistics and reports 9,190 900 . 5, 900 
Office services and supply 114, 492 ‘ ‘ 112, 693 


Total cost or estimate 216, 099 b i 153, 900 


Amount. 
= 1954 1955 
years 
Personnel____- : 7.0 
2.0 
1.0 
26.6 
36. 6 
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JUSTIFICATION 


Of total average employment of 36.6 covered by this item 33.6 are required for 
pemene and office services functions as shown in the following workload analysis. 

he remaining three are necessary to provide for relating program and statistical 
reporting to GSA as a whole and clearance of its organizational patterns, functions, 
orders, regulations, and other procedural issuances. 

Personnel.—Total positions to be served under this appropriation No. 758. 
Consideration of the 1955 ratio of 1:108, as reflected in this estimate, must be 
tempered by the knowledge that personnel function as it relates to all GSA, with 
~ many appropriations and funds, will operate in 1955 at a ratio of approximately 

Office services—Equivalent of 26.6 positions will be devoted to internal house- 
keeping functions including administrative procurement, storage and distribution 
of supplies, and equipment for administrative use; management of space, including 
tenant moves, and installation of telephones and equipment; communication and 
messenger services; transportation of personnel; and distribution of mail. 


d. Legal services 


Average employment 


Department Field 


$73, 100 10.0 
—7, 600 —1.3 


65, 500 8.8 


HIGHLIGHT 


Direction and supervision of all legal functions necessary for carrying out 
strategic and critical materials program is provided under direction of General 
Counsel of GSA. 

Functions referred to include negotiation, preparation, and review of contracts 
relating to procurement, storage and transportation, rotation, and beneficiation; 
handling of claims involving shortages, damages, and losses of Government 

roperty, violations of contractual provisions, defaults in performance, and relief 
rom performance on grounds of force majeure; preparation and review of legisla- 
tion and regulatory actions affecting stockpiling program; and participation in 
negotiations with other Government agencies in connection with phases of 
program governed by provisions of Defense Production Act of 1950, as amended. 

Although there is a decrease anticipated in number of procurement contracts 
in 1955, new official policy of GSA requires more extended participation by Office 
of General Counsel in negotiation of contracts, and in administration and servicing 
thereof. 

e. Compliance services 


Average employment 


Depart- 
ment 


$136, 500 20. 6 
—500 —-1.0 


136, 000 19.6 


HIGHLIGHT 


Compliance Division provides all investigative and security functions necessary 
for efficient and confidential accomplishment of strategic and critical materials 
program, These functions are directed from central office by Director of Com- 
pliance of GSA and involve: (1) Investigation and clearance of employees in 
sensitive positions; specifically investigations which are initiated by GSA and 


Amount 
Total 
Amount 
rie Total 
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will be completed without referral to Civil Service Commission, and including 
evaluation of all reports; (2) investigation regarding background and responsibility 
of prospective contractors and suppliers; (3) physical and personnel security 
surveys of stockpile sites; and (4) administration of security measures governing 
day-to-day operations. 

f. Information 


Average employment 


Depart- 
ment 


HIGHLIGHT 


Office of Information is responsible for developing and coordinating any infor- 
mation relating to strategic and critical materials program, clearing this informa- 
tion with security officers of GSA and other Government agencies, and its proper 
dissemination. This Office must also dispose of numerous requests for information 
which cannot be released due to its confidential nature. 

Mr. Puiturs. Turning to page 288, Mr. Medley, give me one 
figure for the total administrative cost of handling strategic and 
critical materials from the time we start to order them until the time 
we oversee the warehousing. Give me a total figure for that and tell 
me if any of that comes out of money appropriated for the purchase of 
materials. 

Mr. Meptey. Well, the total figure for 1955 is $1,163,600. 

Mr. Puiturps. That is shown on page 288? 

Mr. Meptey. Yes, sir. 

Mr. Puiturps. That is slightly less than the current year. 

Mr. Meptey. $80,650; yes, sir. There is a reduction in average 
employees of 25. 

Mr. Puiuuirs. This is all new money; all appropriated money? 

Mr. Mepupy. This is all appropriated money, but for 1954 and 1955 
it is from balances of previous appropriations. 

Mr. Putuutps. Specifically for that purpose? 

Mr. Meptey. I would like to refer that question to Mr. Elliott, 
because it has always been our understanding that the appropriations 
were available for the purchase of materials and ‘‘related expenses.” 


AVAILABILITY OF APPROPRIATIONS FOR MATERIALS 


Mr. Puiturrs. You mean it works both ways? Mr. Elliott, can 
they take money out of money ache for materials and use it 
for administration? Can they take money out of the amount appro- 
priated for administration and use it to purchase materials? 

Mr. Exuiorr. Yes, sir; they can. 

Mr. Puruurrs. Both ways? ‘ 

, Mr. Exurorr. Unless there is a limitation in the appropriation 
e. 
oe see, the appropriations heretofore have read that they are to 
carry out the Stockpiling Act, Public Law 520, which has been au- 
thority (a) to purchase, (6) to provide for storage and security, (c) to 
refine and process, and (d) to rotate and dispose of. 


1453 


Mr. Puiuuirs. The only thing the committee has before it is 
whether or not we put in any limitation? 

Mr. Tuomas. Mr. Chairman, for the record, it is obvious from 
what has gone on before that the hearings which have been conducted 
for the last 3 years have not amounted to anything, because they have 
considered this as a lump-sum appropriation and they have commingled 
the funds regardless of what we have stated in the report. 

When we state in the report that no funds have been denied for the 
actual purchase of materials, they have gone on and taken the entire 
—_ _ treated it as a lump sum and spent it just exactly as they 

esired. 

Mr. Faruurrs. Mr. Elliott wants to explain that. 

Mr. Tuomas. The answer to it, it is clear, is to split the appropria- 
tion into about six subheads and tie each one of them down. That is 
what we will have to do. 

Mr. Exuiorr. As I understand it, Mr. Thomas, the first denial of 
the committee—the first admonition of the committee came last year 
with respect to warehousing. From what Mr. Medley said before I 
believe since that admonition we have not used any new money or 
new obligations for warehousing. Is that not correct? 

Mr. Meptey. Yes; we have observed the will of the committee as 
expressed in hearings and reports just as carefully as though they were 
limitations. 

Mr. Puatuurrs. Mr. Walsh has already testified to using money to 
finish the warehouses that had been authorized or started, but you did 
not start any new warehouses. 

Mr. Watsu. We did not start any new warehouses from 1953 or 
1954 money. 

OTHER OBJECTS 


TRAVEL 


Mr. Puiurs. I see here that travel is $21 a day. 

Mr. Meptey. That is the experience factor, sir. 

Mr. alte Who decides whether you go by train or bus in your 

ency 
Pe Meptey. Well, it is the standardized travel regulations issued 
by the President, authorizing transportation by first-class common 
carrier. 

RENTS AND UTILITIES 


Mr. Puitures. Why do you have rents and utilities services? Do 
you not get your space from PBS? 

This is on page 310. Do you have to put an item in your own bud- 
get which you do not require other agencies to put in? It is not a 
very large item; only $22,000. Is it all for utilities? 

Mr. Mabiey That is correct, sir. 

Mr. Watsu. Yes, sir. At the chrome depot in Grants Pass in 
— we must pay the utilities. 

r. PHILures. ere? 

Mr. Wats. A chrome depot. 

Mr. Putuips. A storage depot? 

Mr. Watsu. No, sir. Where the miners are bringing chrome ore 
in. It is accepted from the miners at that depot, weighed, and tested, 
and paid for, and then moved on. 
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Another item is the area in which we sort mica in New York, or in 
New Jersey, at the harbor side warehouse, where we have to pay 
utilities. 


AGENCYWIDE LEGAL SERVICES 


Mr. Purures. Mr. Elliott, how many people do you have in your 
department? 

Mr. Ex.iorr. I will try to give you a precise figure: 110, of which 
60 are professional and 50 are nonprofessional. 

Mr. Puiurrs. Mr. Jonas, do you think that is enough legal service? 

Mr. Jonas. It ought to take care of a lot of trouble. 

Mr. Exuiorr. I might say, Mr. Phillips, that last year, if you will 
recall, you had a special sub-subcommittee on this subject of Mr. Jonas, 
Mr. Cotton, and Mr. Yates. Mr. Jonas was very good to give us 
some time. He felt that we were a little heavy in having too many 
secretaries to lawyers, and also that we were a little heavy in the 
central office. 

We told Mr. Jonas we would do everything we could this year to 
reduce by attrition. 

Mr. Puruuries. Did you? 

Mr. Expiort. Here is the record, sir: Since March 1, 1953, which 
I think was about the time we had the conversations with Mr. Jonas, 
6 attorneys have left from the central office, and 2 from our field 
offices, and 16 nonprofessional people have left from the central office 
and 2 from the field offices. een we have added one attorney. 

Mr. Jonas. At what grade? 

Mr. Exxuiorr. GS-7, which is a low grade, in the central office. 
We have also added one consultant. 

You will recall, Mr. Phillips, that you asked yesterday if a con- 
sultant could not be used in the utility field. We felt that so far as 
the legal aspect in traffic and utilities was concerned we could use a 
consulting attorney. That is a highly specialized field. We have 
added a topnotch trial lawyer to do that. 

Mr. Jonas. “What grade is he? 

Mr. Exuiorr. He is paid at the equivalent of a grade 15. He is on 
a consulting capacity. 

One of the others, sir; that we let go is a patent attorney, and we 
retain him now as a consultant solely for patent work. Because he is 
on a consulting basis our cost is only about half of what it was when we 
had him full time. 

Mr. Puiuures. Mr. Elliott, if you have satisfied Mr. Jonas, Mr. 
Yates, and Mr. Cotton I think that is all right. 

Mr. Tuomas. You have 60 lawyers. What in the world are 60 
lawyers doing over there? 

Mr. Extiorr. I beg your pardon? 

Mr. Tomas. What in the world are you doing with 60 lawyers? 
How many cases do you have? 

Mr. Mansure. The attorneys are all over the country. 

Mr. Tuomas. You have no cases, do you? . 

Mr. Exuiorr. Except in the traffic and utility field. 

Mr. Tuomas. What do your lawyers do? 

Mr. Exuiorr. I would like to give you my favorite example. I will 
admit it is not typical, but it is appropriate. 
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Mr. Tuomas. You had better have more than 1 favorite example, 
if you want to keep 60 lawyers; I will tell you that. 

Mr. Exuiorr. In connection with the second round supply contract 
and guaranty of the loan to Reynolds Metals in the aluminum field, 
which was a $60 million guaranty of a loan, the stack of papers that 
was involved was this high. [Indicating.] The fees that were paid 
by Reynolds Metals Co. and the 16 banks and insurance companies 
who underwrote the loan, to all private attorneys that were concerned, 
aggregated over $300,000 in legal fees. 

e have computed the costs on a man-hour basis for ourselves, and 
the Government’s legal cost was about $20,000. 

Mr. Tomas. That was only the year before last. What are they 
going to do this year?) You have completed that. That is wrapped 
up. Maybe we can get rid of 49 of them now. 

Mr. Exxiorr. I can give you something more. 

Mr. Tuomas. That was your main point. 

Mr. Extiorr. I said that was only a good example. 

ae Tuomas. That takes care of 49 of them. What do the other 
11 do? 

Mr. Extiorr. Let me give you a few examples, sir, of things that 
take a great deal of time. 

Mr. Tomas. Was it your office that advised them to go ahead 
and commingle all these funds, regardless of the committee report? 
Was it that group of 60? 

Mr. Exuiorr. Not regardless of the report, sir. 

Mr. Tuomas. You mean they were just advised—well, go ahead. 
You have said enough for me. 

Mr. Paruups. Mr. Elliott, I have to leave this to my lawyer 
friends, but as a layman I would like to ask you if you ever level off? 
As you said, you have been writing all of these contracts, and you 
require a great many lawyers. 

Mr. Tuomas. The aluminum thing is wrapped up now. 

Mr. Puruuips. Are not a whole lot of them wrapped up? Do you 
have to keep a staff of that kind continuously? Why can your staff 
not come down to a normal level and level off? 

Mr. Exuiorr. We are, of course, coming down, as evidenced from 
these figures I gave you. 

I would be glad to submit to you, for the record, information to 
show what we have done to accomplish what Mr. Jonas wished. 
I have the number and grades of all positions involved. 

(The information is as follows:) 
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Separated from Office of General Counsel since Mar. 1, 1953 


Mr. Exuiorr. Another thing is this: Sometimes—very often, I am 
sorry to say—problems come up after contracts have been signed 
that take more man-hours than the a review. 

For instance, I may mention our Thailand tungsten contract, in 
which we have a very troublesome question in connection with the 
violation of contract. I mention that because the whole thing is 
under investigation by Mr. Brownson’s subcommittee, and, therefore, 
the Congress is aware of the number of man-hours we are now spending 
on. it. 

Another illustration is that we get, I regret to say, many appeals, 
because it is a proper American custom, appeals from decisions that 
have been e by our regional counsels. We have to look into 
those things. 

Over the past year—and I think this would be a fair cross section— 
three members of this subcommittee have asked us to review a 
decision. 

Mr. Jonas. Do you not have, Mr. Medley, a table showing where 
these people are located; an employee chart? 

Mr. Mepuey. Yes. We did not break it down by regions, but we 


Jonas. I do not know whether Mr. Phillips wants it or not. 
ood many of these agencies show us such a table. 

r. Mansure. Mr. Chairman, I would like to say that the question 

Cengreraen Thomas asked was one of the first ones that was in my 


enn. that for you if you want, sir. 
r. 


mind. I have been very cognizant of that situation. 

However, it was quite revealing to me that in our 10 regions we have 
a great deal of space which we rent under contracts and so forth, and 
there is an average of only 2.2 attorneys in each region, and in some 
regions we have 3 or 4, like in New York. In New York, for example 
we have over 30 million square feet of space. That is not all rented 
space, but there is a very large real-estate operation. 

I was amazed at the detail that these people have to handle in the 
regions, not only the contracts which we make with the suppliers, but 
also the leases and other agreements. 

We also have a certain amount of litigation. We have a considera- 
ble amount of back money which is owed to us, which was inherited 
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from the War Assets .dministration, which we are trying to collect. 
One attorney in the Boston region is devoting practically all of his time 
to collecting these back funds. 


COLLECTION OF OUTSTANDING INDEBTEDNESS 


Mr. Patuurrs. Back funds from where? 

Mr. Mansurs. Bad debts. Bad accounts. We can give you a 
breakdown on that. It runs into thousands of dollars. 

People have not paid. 

Mr. Puaruuips. Paid for what? 

Mr. Mansureg. The surplus property which they have purchased 
from the Government and have not paid for. We have started a very 
sepreestve campaign to collect these funds. 

r. Patties. You mean you are selling surplus property and we 
— on a credit business? 

r. Mansure. Not currently. I do not know what happened in 
the past. Mr. Elliott, about how much money do they owe us? 

r. Eutrorr. Mr. Medley could tell you better than I can. It 
runs into many millions of dollars. There were very extensive credits 
in the War Assets days. 

Mr. Puituips. What authority did you have to sell it for credit? 
Was there nothing in the authorizing bill about that? 

Mr. Exutort. I was not there at that time, sir, but I understand 
that in the Surplus Property Act of 1944 there was authority to sell 
for cash or credit. As a matter of fact, there is authority in our basic 
act to sell for cash or credit. As a matter of policy we have never 
sold personal property on credit. We have sold real property on 
secured credit. 

Mr. Puiuurs. I was going to say that this must refer to real 
property. There you have a tangible asset you can take action 
against. But to sell personal property on credit is dangerous, I 
would say. 

Mr. Jonas. Do you have a list of the people who owe this money? 

Mr. Mansure. Oh, yes. 

Mr. Jonas. Are any sizable sums involved to one individual or one 
company? 

r. MansureE. I should say so. On these cases now the reason 
they have not been prosecuted, as explained to me, is that the dis- 
trict attorney’s offices are too busy. e are preparing the cases for 
the district attorneys. 

Mr. Jonas. Is there any fraud involved? 

Mr. Mansure. We are just collecting, just like any business house 
would collect. 

Mr. Jonas. You mean you are suing? 

Mr. Mansure. Yes. 

Mr. Jonas. You used the word “prosecution,” which involves a 
criminal action. 

Mr. Mansvure. I did not mean that. I mean a collection suit. 
We have been preparing the cases for the district attorney’s offices. 

Mr. Exxrorr. Mr. Phillips, I am advised that sales were made of 
ane property on credit by the War Assets under the Surplus 

perty Act, in order to carry out two express objectives of that act; 
to help small business, and to help returning veterans. 
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Mr. Puiturps. Would you furnish to this committee—I think per- 
haps not to be put in the record—a list of the customers to whom 
we have extended credit, who owe us money? Let us not get it down 
to small accounts, but only $25,000 or $50,000. You know the list 
as well as I do. 

Mr. Meptey. I think $25,000 would be all right. 

Mr. Puriures. $25,000 and up. Let us see what this deal was. 

Mr. Mansvure. And we should never get into this again. 

Mr. Purturrs. That War Assets business was not so good all the 
way through. 


EMPLOYMENT For S. AND C. M. Program 


Mr. Tuomas. While you are on the ‘Personal services,’ [ would 
like to get a few figures. What is the total personnel load for 
“Strategic and critical materials” alone in the District of Columbia? 

Mr. Wausu. As of January 31, 1954, in the District of Columbia 
we have a total of 491. 

Mr. Tuomas. How many regional or field offices do you have? 

Mr. Watsu. There are 10 regional offices and in all the regions 
there are a total of 318 on January 31, 1954. 

Mr. Tuomas. 318. How many warehouses do you have? 

Mr. Sauissury. Ten locations. 

Mr. Watsu. Ten warehouse locations. I was confusing warehouses 
with buildings. There are 10 warehouse locations. 

Mr. Tuomas. How many regular civil-service personnel do you 
have there? 

Mr. Watsu. I believe, sir; that is 135 of the 318. 

Mr. Tuomas. They are included in your 318? 

Mr. Watsu. Yes, sir. 

Mr. Tuomas. So you have a total of 318 plus 491; is thas correct? 

Mr. Watsu. Yes, sir. It should be a total of 809, I think, sir. 

Mr. Tuomas. About 809? 

Mr. Watsa#. About 809; that is right. 

Mr. Tuomas. That does not include your per diem workers in your 
military installations and your own 10 warehouses? 

Mr. Watsu. It includes those in our warehouses, but it does not 
include those in military. 


REIMBURSABLE EMPLOYMENT BY THE MILITARY 


Mr. Tuomas. How many do you have in military? 

Mr. Wausu. That I = do not know, sir. What we do is make 
an allocation of funds to the military. How many workers they have 
involved in the thing I am not too sure of. 

Mr. Tuomas. You reimburse the military? 

Mr. Watsu. Yes, sir. 

Mr. Tuomas. What is that figure for reimbursement to the military 
for 1954 and 1955? 

Mr. Mepuey. Mr. Llewellyn, do you have that figure for the 
reimbursement for the military departments, 1954 and 1955? 

Mr. LLEWELLYN. Just a moment and I will turn to it. This is 
stated on pages 269 and 270. We have it broken down in part. 
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Mr. Mep ey. Total estimated reimbursements to the military 
departments are $12,027,393 in 1954 and $9,816,000 in 1955. 

The pages to which Mr. Llewellyn referred break out the materials 
handling and warehousing costs by unit cost. 

Mr. Tusienan. What was that figure, again, Mr. Medley, for reim- 
bursements to the military? 

Mr. Meptey. Reimbursements to the military, are shown on the 
green sheets, pages 305 through 308. That is $12,027,393 in 1954 
and $9,816,000 in 1955. 


PROPOSED EMPLOYMENT IN THE DISTRICT OF COLUMBIA 


Mr. THomas. What is your personnel load for 1955 as compared 
with 1954 in the District of Columbia? You have 491 in the District 
of Columbia now? 

Mr. Watsu. 443 positions or average employment of 435 for 1955. 

Mr. Tuomas. In 1954 it was 443? 

Mr. Wausu. No, sir; 498 average employment in 1954. 

Mr. Tromas. 498 in 1954. What is it for 1955? 

Mr. Wats. 435 average employment. 

Mr. Tuomas. What part of that personnel of 491 in January is en- 
gaged in purchasing? 

Mr. Wausu. In purchasing alone a total of 67. That is new 
purchasing and rotation purchases. 

Mr. Tuomas. Sixty-seven? 

Mr. Watsu. Yes, sir. 


PURCHASING LOAD IN 1955 


Mr. THoomas. What are vour purchasing activities in 1955 as com- 
pared with 1954? Your big items are almost all completed, are they 
not? 

Mr. Watsu. Yes, sir. Our largest item in 1955 dollarwise is that 
which is generated from the expansion program. That will be 
transferred over to the stockpile. Most of your dollar items will come 
from that area. It will require very little purchasing there. 


EMPLOYMENT IN THE DISTRICT OF COLUMBIA 


Mr. Tuomas. You have a reduction here for 1954 as against 1953 
in the District of Columbia of some 50 or 55 people? That is about 
a 12-percent reduction. Is that a large enough reduction, since your 
program certainly is almost at a standstill? 

Mr. Watsu. We have approximately 1,000 open contracts which 
we will have to service. Of course, that will reduce somewhat in 
1955. It will diminish. Our real falloff in our purchasing workload 
will be in the latter part of 1955 and going into 1956. 

As a matter of fact, unless there is a change in the program we will 
need only nominal purchasing personnel for 1956 other than that 
required for rotation purposes. 
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ROTATION PROGRAM 


Mr. Tuomas. Is your rotation program increasing, decrezsing, or 
is it static? 

Mr. Wausu. That is a day-to-day operation, sir. It resolves 
itself principally around rubber and sisal. 

Mr. Tuomas. Which one of your items are you mainly engaged in 
rotating, besides rubber? 

Mr. Watsu. Cordage fibers, and now some of the oils. 

Mr. Tuomas. Namely, what oils? Castor oil and what else? 

Mr. Wausu. The ones that are now being rotated are palm oil 
and coconut oil is getting under way. No castor oil as yet. 

Mr. Tuomas. What is the life of castor oil? 

Mr. Wausau. Castor oil, I believe, will probably go 5 years. 

Mr. Tuomas. You have less than a dozen items you are rotating? 

Mr. Wausu. Yes. 

Mr. Tuomas. How many items are you rotating? 

Mr. Wausa. Well, there is rubber, cordage fibers, the oils, and 
shellac. Those are the items. 

Mr. Tuomas. What do they total? Less than a dozen? 

Mr. Watsu. It would be less than a dozen; yes, sir. 

Mr. Tuomas. That program is not too heavy in itself, then, is it? 

Mr. Watsu. It is heavy in this respect: That on your rotation you 
have to execute both purchase and sales contracts. Most of these 
contracts are for very small quantities. 

For example, you may have to execute a total of 2 contracts of 
purchase and 2 contracts of sale, or a total of 4 contracts, to rotate 
100 tons of rubber. 

Mr. Tuomas. That is by publication and bid, I presume? 

Mr. Watsu. Sir? 

Mr. Tuomas. Is that by publication and bid, or is it private 


r. Wausu. Private negotiation, sir, tied to the market price. 
Mr. Tuomas. Why is it private negotiation rather than public bid? 
Mr. Watsu. The price of rubber changes too rapidly. e sell and 
buy at the same market price on rubber. 

r. Puitires. Why so you have to have such a contract? Why 
not just have an offer to buy with a letter, and a receipt for the 
money they give us? Why have all of these contracts? 

Mr. Watsu. We are required to execute the contracts. The other 
procedure might be satisfactory. 

Mr. Puituips. Who requires you to do that? Mr. Elliott? 

Mr. Watsu. Well, it is part of the system. 


WAREHOUSE CONSTRUCTION BY NEGOTIATED CONTRACT 


Mr. Tuomas. Mr. Walsh, you are talking about private negotia- 
tion. Did you ever try a public announcement that you needed a 
certain amount of warehouse space in a certain locality, and that you 
would attempt to get the ODM to issue some certificates on rapid tax 
amortization to build these warehouses, and so forth, rather than to 
have the Government building and operating them? You operate 
your own warehouses, do you not? 

Mr. Watsu. The 10; yes, sir; we do. That is all we do operate. 
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Mr. Tuomas. Did you ever get the idea that private industry 
might be able to operate these warehouses for about 15 or 18 percent 
less than the Government could? Have you advertised for that? 

Mr. Watsu. We have not advertised, sir. We have worked with 
the committee set up by the American Warehousing Association. We 
have laid all of our facts before them. That group is contacting the 
industry to see what industry can come up with. We have given 
them everything with which to work. 

Mr. Tuomas. Private industry does not want to build any of these 
warehouses, under quick amortization or anything? 

Poy Watsna. I have not heard about the quick amortization phase 
of it. 

Mr. Tuomas. You never pushed that angle of it? 

Mr. Watsu. Not on tax amoitization; no, sir. 

Mr. Tuomas. This is certainly a wartime measure, particularly on 
the material we have here. I do not guess you would have much 
trouble with ODM on some rapid writeoff to build these buildings, 
purely for the use and benefit of the war effort, storing nothing in the 
world but Government-owned war materials. 

Mr. Paruuies. Mr. Cleveland is shaking his head ‘‘No.”’ 

Mr. Tuomas. It would not take much stretching of the imagination 
to say that this was just as much a war effort as going out and expand- 
ing some production facility. 

Mr. Watsu. It would appear so. I have never pursued the tax 
amortization angle of it. 

Mr. Tuomas. Rather than having the Government build up a nice 
little empire and pay some more costs. 

Mr. Puitures. Mr. Thomas asked, Mr. Cleveland, if warehousing 
is not actually on the list of the amortization items. 

Mr. Cuieve.anp. Sir, I do not know. I can find out. 

Mr. Jonas. That is in the record. 

Mr. Tuomas. Of course it is. United States Steel and all the big 
companies built thousands of feet of storage space and got quic 
writeoffs for it. 

Mr. Mansure. Mr. Chairman, I would like to answer that question 
partly. We have not gone into the rapid amortization end of it, and 
I think it should be explored thoroughly. 

However, this has been one of our real “hot’’ questions, Congress- 
man Thomas. The warehouse people all over the country have been 
putting a great amount of pressure on us for the use of their facilities 
which are already in existence. 

Mr. Tuomas. There is nothing wrong with that idea. 

Mr. Mansure. No. It just so happens that the president of the 
association is a personal friend of mine. We have given them every 
possible cooperation. 

In most cases to date their costs are higher than ours by a con- 
siderable amount. We have some figures on those. I think we should 
submit them, so that you can see what we are talking about. 

Mr. Purirs. Mr. Mansure, we are a little bit suspicious of your 
figures that show that the GSA can do certain things so much cheaper 
than industry can do them, like cleaning. 

Mr. Mansvure. This is not the public buildings program. 
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FEDERAL SUPPLY WAREHOUSE IN LOS ANGELES 


Mr. Tuomas. Tell us about that warehouse, while you are talking, 
that the GSA built down at Los Angeles, which is about three-quarters 
or two-thirds empty. Is that cheaper than private industry could 
have done it? 

Mr. Mansure. Yes. We can go ipvto that in discussing the Federal 
supply items this afternoon. 

[r. Tuomas. Let us do it now. 

Mr. Mansuret. There are two different phases. Let me say this: 
That is a store depot. We are talking here about warehouses. I 
think we ought to finish discussing stockpile warehouses first. 

Mr. Tuomas. You will not forget to remind me when we get to it 
that it is still about two-thirds vacant, will you? 

Mr. Mansure. I will remind you of it. 

Mr. Tuomas. If you do forget, I will remind you. 

Mr. Mansure. We are going to need some help on this program. 

Mr. Putuuips. I think we had better recess. 

(Discussion off the record.) 


Tuurspay, Fepruary 18, 1954. 
Mr. Puuurrs. The committee will come to order, please. 


NAtlIoNAL INDUSTRIAL RESERVE 
OBSERVATIONS ON PLANTS 


I hold in my band a statement from Mr. Mansure to the House 
a Committee regarding the National Industrial Reserve. 

r. Reporter, this statement will be inserted in the record at this 
point. ; 

(The document referred to is as follows:) 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C. 


STATEMENT REGARDING NATIONAL INDUSTRIAL RESERVE PLANTS 


Visits to national industrial reserve plants have disclosed to me that, while 
some are well preserved and can be maintained economically, others have many 
buildings and otber facilities, which, because of their temporary construction and 
depreciation bevond the scope ot reasonable maintenance, have reached the end 
of their useful life. 

A number of these plants have been so completely cannibalized as to make their 
retention in the reserve, and their continued maintenance seriously questionable. 
At plants such as the West Virginia and the Gopher Ordnance Works, the minor 
portions remaining have lost their value as defense facilities. At others, thousands 
of acres of otherwise productive land are lying idle. 

Therefore, we recommend that the continued need for each of these reserve 
plants be critically examined by the responsible authorities, and that those, not 
absolutely essential to the national defense, be disposed of as surplus. 

Those plants, for which a continuing need is clearly established, should be 
divested of all buildings, structures and equipment which are obsolete, worn out, 
or which cannot be preserved economically, to save the cost of maintenance. 


Mr. Puiuurrs. This is the statement Mr. Yates asked for? 


Mr. Yates. It is the one that Mr. Mansure wanted to make. It 
isn’t really the one I asked for. 
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Mr. Puiuurrs. When we recessed for lunch, Mr. Thomas was in- 
quiring about certain personnel matters. Will you continue, please? 
Mr. Tuomas. I was through, Mr. Chairman. 


STOCKPILE OBJECTIVES AND INVENTORY 


Mr. Yates. On page 262 of the justifications it is indicated that the 
total stockpile objective is $6,814,801,966. Isn’t that rather an 
erroneous way to state the objective of the stockpiling program? 
Isn’t the stockpiling program interested primarily in the attainment 
of certain quantities of necessary materials rather than in materials 
that cost a certain amount? 

Mr. Watsu. The stockpile program is based on objectives, quantity- 
wise, which have been established. It has been a matter of custom to 
value the quantities at current prices. The prices will vary from year 
to year as the market changes. 

Mr. Yates. The objective may cost as much as $7 billion or as little 
as $5 billion; isn’t that right? 

Mr. Watsn. That is right. 

Mr. Yates. Depending on prices when you purchase them? 

Mr. Wausu. That is right. 

Mr. Yarrs. The next paragraph states that the value of the 
stockpile inventory is $4,255,134,668. Does the term “value”? mean 
the same as cost there? 

Mr. Watsu. It is pricing out the material in inventory at the 
same unit prices as was applied in arriving at the value of the total 
stockpile objective. 

Mr. Yates. It takes into consideration then increase in the value 
as of a certain date, or the decrease of values as of a certain date. 

Mr. Meptey. This is the value of the stockpile using December 31, 
1953, prices. 

Mr. Yares. Then it has no relation to cost? 

Mr. Meptey. No; that is correct. 

Mr. Yates. Would you have the figure as to cost for that date as 
well, Mr. Medley, or Mr. Walsh? 

Mr. Watsu. We have the amount of money that was paid out as 
of that date. 

Mr. Yates. Wouldn’t that be the same thing? 

Mr. Watsu. Well, it would, except this, the differential there would 
be those materials which we got for free, which we did not have to 
ora any appropriated money for. 

r. YATES. But those materials which we received free were paid 
for by the Government of the United States at some time, were they 
not? 

Mr. Wautsu. Yes, sir. 

Mr. Yates. But you don’t know what those costs were? 

Mr. Watsu. No, sir, not the purchase price. 

Mr. Putuuips. Did some agency write them off? 

Mr. Wats. They were surplus. Presumably, they were written 
off by some agency. 

Mr. Yates. Then the cost just disappeared. We don’t know what 
the original cost? 

Mr. Wausu. No. 

Mr. Yates. What was the cost to you as of that date? 
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Mr. Wausu. The cost paid out for materials from funds appro- 
priated for this program was $3,378,340,723. 

Mr. Yates. Would the value be the same as of that date for the 
materials for which you paid? Do you understand my question? 
You received certain materials free. You received other materials 
for which you paid. Was the value of the materials that you bought 
higher or lower on that date than the amount you paid for the materials 
that you actually bought? 

Mr. Meptey. Higher. 

Mr. Yates. Substantially? 

Mr. Meptey. Yes, sir. 

Mr. Wats. On some commodities it is very much higher. 

Mr. Yatzs. Have you found—I guess this is a question that almost 
answers itself—in the course of purchasing for the stockpile that the 
cost of the materials have been increasingly rising? 

Mr. Wausu. That has been true. 

Mr. Yates. Have the costs come down on any of the materials? 

Mr. Waxsu. Yes, on certain materials today’s sales price is below 
anything that we ever paid for the stockpile. 

; Yivee Can you give some examples of that? 

Mr. Wausu. Zine would be the outstanding example. 

Mr. Yates. Zinc today is below the cost at which you stockpiled it? 

Mr. Watsu. That is right. 

Mr. Yates. Is this true of any other materials? 

Mr. Watsu. No; that wouldn’t really be true of any other items. 
There may be a slight variation here and there. But it is not as 
great as it is on zine. 

Mr. Yares. If this be true, isn’t it desirable to complete the require- 
ments of the stockpiling program as promptly as possible? 

Mr. Wausau. On that particular commodity we have already 

Mr. Yarers. I don’t mean for zine, but for the remaining materials. 
Do you believe that the deferment of purchasing will permit you to 
buy the materials at a lower rate in the future? 

Mr. Wausu. The way the trend is today it looks as if the prices 
will fall further. 

Mr. Yares. Have the prices been falling? 

Mr. Watsu. Yes, sir; they have been falling. 

Mr. Yares. Are there any other agencies of the Government 
engaged in stockpiling activities. 

fr. Wausu. I believe that the Atomic Energy Commission is, but 
I do not know what they are stockpiling. 


RELATION OF STOCKPILING AND MATERIALS EXPANSION PROGRAMS 


Mr. Yares. I noticed on page 264 of your justifications that there 
is some connection between the stockpiling program of the General 
Services Administration and the materials expansion program of 
some other agency; is that correct? 

Mr. Wausn. The Material Expansion Division is now part of the 
Emergency Procurement Service. So they are at the present time 
combined, 

Mr. Yates. Then only 2 agencies are stockpiling raw materials, 
the Emergency Procurement Service of GSA and AEC for the ma- 
terials for which AEC is purchasing? 

Mr. Watsu. To the best of my knowledge, yes, sir. 
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STOCKPILE ITEMS IN EXCESS OF OBJECTIVES 


Mr. Yates. Apparently you have stockpiled far in excess of your 
uirements for iodine. What is your explanation for that? 

Mr. Watusu. That iodine was transferred to the stockpile from 
World War II surpluses. It has been held in the stockpile since that 
time. 

Mr. Yares. Is there any limit to the amount of stockpiling that 
you have for any of the items on your list? Suppose you had an 
opportunity to receive some more quantities of iodine. Would you 
add those to your stockpile? 

Mr. Watsu. Under the present regulations, if they were for military 
surplus or Government surplus, yes, sir. 

Mr. Yates. They are not thrown on the market and sold at the 
best obtainable bids? 

Mr. Watsu. No, sir; other than when it is in the form of scrap. 
If it is in the form of scrap, then it is put on the market. 

Mr. Yares. I notice instrument jewel bearings also exceed the 
objective. 

Mr. Watsu. That would be the same explanation. 

Mr. Yates. Is that true of each of the items where you have 
exceeded 100 percent. 

Mr. Watsu. Not necessarily. The only exception to that is in 
the case of cotton. You will notice cotton is beyond the objective. 

Some of the cotton was Egyptian and the weight of the Ks was 
not uniform. So the actual weight of the cotton we have, when added 
up, exceeds the objective. 


STOCKPILE ITEMS SHORT OF OBJECTIVES 


Mr. Yates. With respect to the same table which we have been 
discussing, and with respect to those items which the table shows 
will not have reached 50 percent of your objective by June 30, 1955, 
are there any of those items that you are not going to be purchasing 
this year? As I understood your reply to Mr. Andrews this morning 
in respect to his question on aluminum, you stated that you were 
not buying aluminum at the present time; is that correct? 

Mr. Watsu. No, sir. I said we had not yet purchased the alum- 
inum that would be made available to us during the second quarter 
of this calendar year. That we have not yet purchased. 

Mr. Yates. What about the other items? 

Mr. Watsu. The other items, going down the line on them, in the 
balance of this fiscal year we ool not buy any more amosite asbestos. 
ws would not be possible to buy much more of that between now and 

une. 

Mr. Yates. Why is that? 

Mr. Watsu. Because the quantity that we have now on order is 
the only amount that we could get during that period of time. We 
will have to wait until next year in order to buy any more. 

On our chrysotile asbestos, there again we would not be able to buy 
any more this year. 

r. Yates. Does this come from the same mine? 
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Mr. Watsu. No. They have developed two new deposits of 
chrysotile asbestos, one in Canada and one in Venezuela. We will 
be able to buy more in 1955. 

The next would be beryl. We can still buy some more beryl this 
year and more next year. 

Mr. Yares. Do you propose to do it? 

Mr. Wausu. Yes, sir. The next item would be hog bristles. We 
do not hag to buy any more hog bristles. That is almost complete. 

Mr. Yares. Are not those figures attuned or calculated to June 30, 
1955? When you say you won’t buy them this year, do you mean 
during the next fiscal year? 

Mr. Watsn. Yes, sir. 

Mr. Yares. With respect to hog bristles, as of this time you have 
almost reached the objective? 

Mr. Watsu_ That is right 

Mr. Yares. Continue your statement. 

Mr. Wausu. The next item is castor oil. That is well along. All 
the castor oil we are buying is that generated by the Department of 
Agriculture, and we take that up as fast as they can declare it to us 
as being available. We have bought 15 million pounds so far this 
fiscal year. They tell us they will have an additional 15 million pounds 
for the balance of the fiscal year. Next year their estimate is around 
30 million pounds. 

Mr. Yates. Where does the Department of Agriculture get the 
castor oil from? 

Mr. Wausu. They have a domestic castor bean program, sponsored 
by the Department of Agriculture for growing these beans. 

Mr. Yates. Can that program take care of our needs by itself or 
will we be required to import an additional quantity? 

Mr. Wausu. No, that will meet the stockpile necessity. We are 
limiting that solely to that which is produced by the Department of 
Agriculture. We are buying no foreign. 

The next item is refractory chrome. That is almost complete. 
There we would buy some for delivery in fiscal year 1955. 

Mr. Yates. Where do you get refractory chrome from? 

Mr. Wausu. Refractory chrome at the present time is imported 
solely from the Philippines. There is work under way in Cuba to try 
and develop sources of supply down there. But at the present time 
it is all coming from the Philippines. 

Mr. Yarxs. Are there no other sources of supply for that item? 

Mr. Watsu. There is a little that comes out of India, a small 
amount. The Philippine production runs about 90 percent of the 
world’s production. 

The next item is columbite. There is columbite flowing in all the 
time in small quantities. We will pick up the quantities that we can 
within the authority that we have. 

Mr. Yates. I think where you have a figure of 86 percent or 96 
percent, perhaps, no answer need be given to those. at is your 
answer with respect to the corundum? 

Mr. Watsn. The corundum, sir, is an item on which we were in- 
structed to cease buying. 

Mr. Yates. Who instructed you? 

Mr. Watsu. The Munitions Board originally instructed us to cease 
buying that because the corundum was being used apparently only 
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by one manufacturer. It was felt it was not necessary to maintain a 
stockpile for that manufacturer, and there also were satisfactory 
substitutes. 

Mr. Yates. Then why don’t you remove it from the stockpiling 
program? 

Mr. Wausau. The objective has never been cut back. Statistically, 
we have to keep it there until ODM changes it. 

Mr. Yates. Shouldn’t either your office or ODM strike that from 
the stockpiling program, then? 

Mr. Watusu. It should be stricken from the program by ODM. 

Mr. Yates. What about the fluorspar, which is the next one? 

Mr. Watsu. Fluorspar is complete. 

Mr. Yares. Feathers and down? 

Mr. Wausu. We now have a letter from the Office of Defense Mo- 
bilization not to buy any more feathers until a complete survey has 
been made by the military as to whether or not there are substitutes 
for the feathers. We do not know at this time whether we will again 
be back in the market for feathers or not. 

Mr. Yares. In other words, the military has stated that they are 
looking for substitutes for this item and, therefore, you are not to 
purchase any more? 

Mr. Watusna. That is correct. 

Mr. Yates. The jewel bearings, I think, you answered with 
respect to Mr. Phillip’s question. 

Mr. Watsn. Yes, sir. 

Mr. Yates. What about the manganese? 

Mr. Watsu. Manganese is not complete at present. We do not 
have too much manganese to buy. It is contemplated that any 
future purchases of manganese that we make will be those quantities 
which are generated from the manganese expansion program. 

Mr. Yates. Where do you get the manganese from? 

Mr. Watsu. The biggest supplier at the present time is India, 
next is South Africa, the Belgian Congo, and Cuba. Those are the 
largest suppliers at the present time. Brazil will come into production 
in 1955. Some of the high-grade manganese is now coming from 
domestic sources under what 1s called the “‘carload lot program.”’ In 
other words, any miner who has 40 percent or better manganese 
domestically can declare it to the Government and the Government is 
bound to take it. 

Mr. Yates. What about the mica? 

Mr. Watsu. The deficiency there is in the block and film. There 
is a good flow of mica from India and from Brazil, and some from 
Africa and some from Madagascar. There is also a domestic mica 
program. They are all producing quite well at the present time. 

r. Yates. Will the domestic program take care of our needs? 

(Discussion off the record.) 

Mr. Yates. What about the molybdenum? 

Mr. Watsu. Molybdenum principally is a domestic item. The 
United States produces most of it. It is going to be generated very 
rapidly during calendar 1954 and 1955. 

r. Yates. You acquire that from domestic sources? 

Mr. Watsna. Principally from domestic. There is a little from 

Canada, but it is very small. 
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Mr. Yares. Are there other sources in the world from which you 
could acquire it? 

Mr. Wausu. There may be a little here and there, but the United 
States is by far the largest producer. Canada’s production is small. 
There is a byproduct of molybdenum from copper which varies with 
the amount of moly content in the copper content of the ore that is 
produced. 

Mr. Yares. Nickel? 

Mr. Watsu. Nickel, as you see there, we intend to pick up more 
nickel yet this fiscal year, and also in the next fiscal year. That is in 
addition to what we now have under contract. 


AMOUNT OF NICKEL AVAILABLE TO SMALL BUSINESS 


Mr. Yates. I have received some letters from small business men, 
who are in the nickel-plating business, saying that they can’t get nickel. 
Is it on allocation? 

Mr. Wausu. No, sir. Allocation was discontinued in November of 
ast year. 

Mr. Yares. Will the purchases of nickel that you are making permit 
nickel to flow into the civilian market in adequate quantities? 

Mr. Wausu. The Office of Defense Mobilization and the Depart- 
ment of Commerce aave both stated that they feel that the amount of 
nickel available to civilian users in 1954 will be the equivalent of 1953. 

Mr. Yates. That doesn’t tell me anything. What were the figures 
for 1953? Apparently in 1953 nickel was in short supply, because I 
can remember that | got letters from bicycle manufacturers, accessory 
platers, saying that they couldn’t get enough nickel to fill their 
demands. Will this continue in 1954? 

Mr. Wausu. According to the data from the Department of Com- 
merce and ODM that will be true that there just will not be enough 
nickel to meet the needs of the civilian economy. 

Mr. Yates. Maybe this question should be addressed to ODM: 
What is ODM doing to assure that those who are getting nickel for 
military purposes are using up the nickel they get rather than stock- 
piling it themselves or selling it out at higher prices? 

Mr. Puiturps. Mr. Cleveland, can you answer that, or Mr. Curtis? 

Mr. Curtis. Mr. Chairman, I am Thomas Curtis, Chief of the 
Ferroalloys Division in ODM. I am not quite sure that I got your 
question. 

Mr. Yarss. I had occasion to speak to a nickel plater last week. 
Apart from the fact that his business was less than it had been, he was 
also complaining about the fact that he wasn’t able to obtain nickel. 
He said that the fault was not his suppliers, because his suppliers 
were unable to obtain nickel, but that the Government was taking 
most of the nickel for the stockpiling program and for military needs. 

His suppliers, however, had indicated to him that those who were 
fortunate enough to get nickel for military purposes, for manufacturing 
military items, were obtaining more nickel than they actually needed, 
and, as a matter of fact, if he wanted to, and he did not want to because 
he did not believe in violating the law, he could have gotten nickel 
from some of these suppliers at an advanced price. 

My question is this: What steps does ODM, or what steps does an 
appropriate Government agency take, to make sure that those who 
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are given nickel for military purposes use it all and don’t stockpile 
is for their own purposes or sell it at higher price? 


ALLOCATION OF CRITICAL MATERIALS 


Mr. Curtis. That, Mr. Chairman, would relate to the defense 
materials system with which I am not familiar. 

Mr. Yates. Does ODM deal with that? 

Mr. Curtis. It is primarily handled by the Department of Com- 
merce. As I understand it, if you have an order from the military 
and you need nickel, you obtain a priority ticket which enables you 
to get the amount of nickel necessary to produce the item. Presum- 
ably the priority ticket would cover just the amount of nic ‘kel needed 
to manufacture that particular item. There would be nothing left 
over for stockpiling by that individual. But, if there is a member of 
the Commerce Department here, I would prefer to have him speak 
to that particular point. 

Mr. Puiuurrs. This is the first time that the Department of Com- 
merce has entered into this picture. How many more agencies are 
there involved? 

Mr. Curtis. This happens to be under their supervision and is not 
under the ODM administration of the DMS system. 

Mr. Mansure. | might clear that up without technical explanation. 
Right around the first of the year, or in December, there was activity 
on the part of the civilian users to have nickel decontrolled. Com- 
merce recommended to ODM that this be done. They thought that 
in that way industry by the free flow, more or less, of the metal 
would be able to handle the situation and ration it out better than 
by Government control. 

Mr. Partiires. Commerce is not an official certifying agency, is it? 

Mr. CLevetaNnn. The Department of Commerce operated through 
NPA all material allocations that have been conducted since the 
Korean affair. 

The way the DMS system works in nickel is that the Department 
of Defense certifies its needs quarter by quarter to the Department 
of Commerce. On that basis, that quantity of nickel is set aside for 
defense use. 

Mr. Yates. By whom? 

Mr. CLEvELAND. By Commerce. 

Mr. Yares. And Commerce advises ODM that it needs this much 
nickel? How does Commerce carry out this program of certifying 
this and who collects it for Commerce, then? 

Mr. CLeveLANpD. Well, Commerce advises the producers of nickel 
of these amounts quarter by quarter. 

Mr. Yates. Where does ODM and GSA and its purchasing come 
into this? 

Mr. CLEVELAND. We are dealing with two subjects here. One is 
the current use of nickel; the other is the purchase of nickel for the 
stockpile. 

Mr. Yates. You are purchasing nickel for the stockpile. Com- 
merce is purchasing it for military purposes—— 

Mr. Tuomas. No; Commerce doesn’t purchase. 

Mr. Yates. Who purchases it for purposes, the Depart- 
ment of Defense? 
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Mr. CLEvELAND. They issue tickets. 

Mr. Tuomas. This same crowd does all the purchasing. 

Mr. Yates. You mean, GSA? My friend there says no. 

Mr. Tuomas. They get a ticket from the old NPA crowd, which is 
part of Commerce. 

Mr. Yares. Defense does its own buying? 

Mr. Watsu. No, sir. The chain of events on that is that I hold 
an order to manufacture a military item. I need nickel. I go to a 
supplier of nickel with that ticket and say, “I get so much nickel for 
this defense order,”’ and I get it. 

Mr. Yarss. In your purchases for the stockpile are you competing 
with the Department of Defense? 

Mr. Wausu. The military advises the Department of Commerce 
that for military purposes there is going to be a certain quantity of 
nickel required. ‘Then whoever holds an order for a military item 
goes to his normal supplier for that nickel with his ticket, and that 
comes out of the total quantity set aside for military purposes, and 
the rest is available for the civilian economy. 

Mr. Yates. The rest is available after you do your buying from 
that supplier? 

Mr. Waxsu. Our buying from that supplier has been set aside. It 
is taken out before any of this other comes along. We are only 
getting 1 million pounds per month of that production. 

Mr. Yates. What is the quantity available? 

Mr. Wausu. I really don’t know what is available. Our contract 
Aone SPOS from that source of supply nearly a million pounds a 
month. 

Mr. Yates. You don’t know what the source of the total is? 

Mr. Mansure. You will have to total this. The Government’s 
operation in Cuba produces about 10 percent of the free world’s 
supply, which is approximately 29 to 30 million pounds a year. The 
remainder is produced principally by International Nickel and 1 or 2 
other companies. 

Mr. Curtis. If you have the total consumption and the stockpile 
together, adding them together, gives you the figure you want. 

{r. Yares. That is right. 

Mr. Curtis. I can give you figures for 1952 and the estimated 
figures for 1953 and 1954. 

Mr. Yares. What was the figure for 1953? 

(Off the record.) 

Mr. Yates. This was the amount consumed by the United States 
both industrially and militarily? 

Mr. Curtis. Military, and the “take” of the stockpile. 

Mr. Yates. How much of that did the stockpile take? 

(Off the record.) 

Mr. Yates. And the military? 

(Off the record.) 


CONTROL OVER MATERIAL ALLOCATIONS 


Mr. Yarers. I still don’t have an answer to my question, which was, 
Who makes sure that the companies engaged in supplying manu- 
a 


factured goods and materials for the military consume all their supply 
of nickel for defense needs? Suppose there is a cutback after they 
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have been given a supply of nickel. Who verifies or checks up to see 
that the nickel goes back into the stockpile or is used for another 
military purpose? 

Mr. Curtis. I cannot answer that. I can hazard a guess. Prob- 
ably the reports to the Department of Commerce would show them 
what had happened to the use of that nickel. I can’t answer it 
without assistance. 

Mr. Yates. You don’t know who in this group follows up to make 
sure that nickel, which is in short supply at the present time, is used 
for the purpose for which a certificate is obtained? 

Mr. Curtis. No. 

Mr. Puruurrs. Is there any penalty attached in the act or anywhere 
else? If you found it was not being used for the purpose for which 
the nickel had been issued, is there a penalty attached? 

Mr. Exuiort. I believe there is. They have to make a certificate 
when they apply to get a ticket. 

Mr. Yates. What if there was a cancellation of the order? 

Mr. Exuiorr. A cutback? 

Mr. Yates. Yes. 

Mr. Exuiorr. I don’t know what the situation is. 

Mr. CieveLanp. I think you will find that the certificate there 
must be canceled or the ticket canceled. 

Mr. Yates. Suppose they have the supply of nickel? 

Mr. CLEVELAND. do not know what then. 


Mr. Puiturps. Mr. Yates, it seems to me the inevitable outcome 
of this, I have no idea of the extent, would be a black market. 
Mr. Yates. That would seem to follow. Does anybody know if 


there is a black market in nickel? The manufacturer to whom I 
spoke indicated there would be. 

Mr. Exuuiorr. We hear that there is a gray market, not a black 
market, because there is no price control. It is also our information 
that most of that overnormal market price, if I can call it that, is 
foreign nickel, although offered by domestic outlets. 

Mr. Mansvre. Mr. Chairman, we would assume the responsibility 
to try to get that information for you from Commerce. That is the 
only place where we could really find out. 

Mr. Yates. I think we should have an answer on that. My next 
question is, are there any other metals on this list where this is likely 
to —— or is nickel the only one? Are there others in such short 
supp 

“4 ae Nickel, to my knowledge, is the only one. 

Mr. Paris. How about industri al diamond? 

Mr. Watsu. At the present time, crushed bort diamond supply is 
in excess of the demand. 

Mr. Anprews. Is the price of nickel increasing or decreasing? 

Mr. Watsn. Sixty cents a pound. It has remained at that price 
for approximately 2 years. 

Mr. Anprews. I thought I read recently where some battery 
company was reducing the price of batteries and cited as the reason 
for the decrease in price that the price of nickel had gone down? 

Mr. Watsx. No, sir, it has not gone down. 

Mr. Mansvure. I think the price before that was 48, 48 to 60. 

Mr. Anprews. Is 60 as high as it has been? 

Mr. Watsu. Yes. 
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RECENT CHANGES OF STOCKPILE ITEMS 


Mr. Yares. Let us go to selenium. I think you answered Mr. 
Phillips’ inquiry on that point. I am trying to recall what you said. 
ae The selenium was added to the stockpile objective 
ast 

Mr. Yates. Where do you get selenium? 

Mr. Watsu. Most of it is produced domestically. It is produced 
from the slime and ash that generates in the stacks of any smelter of 
zine or lead. In order to bring into being a greater flow of selenium 
you would really have to increase the production of lead and zine, 
and in some areas probably copper, in order to generate more. We 
are attempting now to recover selenium from used parts on which 
selenium was originally used in its construction. 

Mr. Yarrs. What about tale and tantalite? 

Mr. Wausu. Tale is an item which we have been ordered to stop 
buying because apparently there are substitutes being found that 
would take the place of that. That was used on electronic spacers. 

Mr. Yates. When you are ordered to refrain from buying some- 
thing, why shouldn't it be stricken from this list? 

r. Wausn. Until it is removed from the program, statistically, 
we carry it. 

Mr. Yarrs. You are required to. Why shouldn’t ODM strike it? 

Mr. Wausn. They 

Mr. CLeveLanp. We have that, and the other things you men- 
tioned, corundum, under review at this time. It will be taken care of. 

Mr. Yares. Is this a review that you make periodically? 

Mr. CuLeveLanpn. That is right. 

Mr. Yares. Have you requested funds in this appropriation for 
the purchase of tale? 

Mr. Wausu. No. 

Mr. Yares. What about tantalite? 

Mr. Watsu. Tantalite we have requested funds for. Tantalite is 
found with columbite. It is a question of how much columbite and 
tantalite the ore contains. Normally, it runs heavy on columbite. 

b Mr. Yarrs. Where do you get it? 

Mr. Watsu. Some domestically. There is also some from Brazil. 
Some is coming out of Portugal and also Nigeria. <A lot is coming 
out of Africa. 

ACQUISITION PROGRAM FOR 1955 


Mr. Yates. You propose for the next fiscal year to spend $199,632,- 
000 for strategic roe 4 critical materials? 

Mr. Wausu. Yes, sir, that is the proposed purchase program. 

Mr. Yatses. How much did you ask the Bureau of the Budget for 
for the purpose of buying strategic and critical materials? 

Mr. Mep.ey. $383,423,000. 

Mr. Yatss. Almost $200 million more? 

Mr. Mepuey. However, the appropriation request was $290,925,- 
000. 

Mr. Yares. Will you state that more slowly? 

Mr. Meptey. $290,925,000 was the amount of appropriation re- 
quested. 
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Mr. Yates. The figure I am asking for is the one to be compared 
with the $199,632,000 allowed. Does this figure compare with that? 
Mr. Meptey. No sir, that was $383,423,000, but the amount 
requested as a new appropriation was eliminated completely. 
r. Yarus. Which figure, the $290,925,000? 

Mr. Meptey. Yes, sir. 

Mr. Yates. What was the $290,925,000? I don’t understand what 
that was for. 

Mr. Meptery. The original budget estimate was predicated on an 
unobligated balance which we anticipate on June 30, 1954, namely, 
$253 million. In addition to that, we asked the Bureau of the Budget 
for an additional appropriation of $290,925,000. That additional 
amount was eliminated because of the situation which we described 
previously, that is, that the materials-expansion programs were gener- 
ating a lot of materials, and subsequent to the budget submission the 
supply situation changed considerably on some of the materials. 

I think since the Bureau of the Budget and the Office of Defense 
Mobilization consulted together on the matter, it would be well for 
Mr. Cleveland to speak to that question. 

Mr. Yarers. Mr. Cleveland, what have you to say on this? 

Mr. CuLevetanp. As I indicated to Mr. Phillips this morning, in 
November the Office of Defense Mobilization, with the General 
Services Administration, prepared a revised program for the fiscal 
year 1954. 

Mr. Yates. When was this done, Mr. Cleveland? 

Mr. Crevetanp. November 1953, the revision of the July 31 
directive. In the succeeding 2 months market changes brought about 
through the acquisitions under the expansion program substantially 
larger quantities of materials, such as molybdenum and aluminum, 
than previously had been estimated. 

Mr. Yares. But you are still way short of your objectives? 

Mr. CLevetanpn. That is right. What this indicated clearly was 
that we had to reexamine the program. Our general feeling is that 
since many of the materials in which the increase in acquisitions oc- 
curred are highly strategic and our objectives are short of completion, 
that what we are doing, in effect, is trading low-priority materials for 
high-priority materials. 

his has necessitated a very complete reexamination of the Novem- 
ber program. That is going on at the present time. If it appears 
that important defense needs cannot be met under the ceilings, or if 
unforeseen emergencies or contingencies arise, then the expenditure 
ceiling on the borrowing authority may be raised. 

You see, bv combining the stockpile and borrowing authority ex- 

enditure ceiling the use of both funds is available for stockpiling. 
hus, the Congress has provided a means whereby financial adjust- 
ments can be made to meet the situation. 

Mr. Yates. They had the borrowing authority at all times, didn’t 
they, since the enactment of the law? 

Mr. CLevetanp. That is right. 

Mr. Yates. The question in my own mind is whether or not the 
$199 million is adequate for the purpose, because | for one want to see 
our requirements for the stockpile met as promptly as possible. 
Yet on the basis of what you are saying, you are not pursuing that 
objective. The $199 million that you come to us for is really a mini- 
mum amount, isn’t it? 
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REVIEW AND POSSIBLE REVISION OF STOCKPILE OBJECTIVES 


Mr. CLEveLAND. Well, sir, to the best of our knowledge this 
budget will provide for the defense needs of the Nation in materials. 
What I was trying to point out was this: If our examination, which is 
going on at this time, reveals that is not the case, then we will ask for 
an increase in the expenditure ceilings. 

Mr. Yarss. Is this what you are saying, that the stockpile list 
which has been brought in here, with the objectives that are listed, 
is not correctly appraised; that you may come in later and say that 
the quantities that we want are not those on this list but smaller 
quantities? 

Mr. CLevetanp. The stockpile objectives are reviewed periodically, 
that is correct. 

Mr. Yates. Have they been lowered im any respects that you 
know of? 

Mr. CLEevELAND. Some of them have, that is correct. 

Mr. Yargs. Materially? 

Mr. CLEVELAND. Yes, some have gone down substantially; others 
have gone up. In this particular case, what I am trying to say is 
that because of the changed expectations of material acquisitions 
under the materials expansion programs it has required a very complete 
reexamination of the total program. That is going on at the present 
time. 

As I indicated before, if important defense needs in terms of these 
objectives or any revised objectives that are made are revealed, then 
we will expect some revision of the 1955 expenditure ceiling. 

Mr. Yarss. GSA is only an agent for your agency ir making the 

urchases, is it not, and are you satisfied with the amount of the 
sos that the Bureau of the Budget has provided for GSA for the 
purpose of making this stockpiling program? 

Mr. CLEevELAND. Yes, sir; we are satisfied with the arrangement 
we have with the Bureau of the Budget. 

Mr. Mansure. Congressman Yates, you put your finger right on 
it when you referred to that which I was trying to explain this morning. 
It is a question of reviewing our defense needs and situation. 

Mr. Yates. The impression | get after this discussion with Mr. 
Cleveland is that the estimates of completion of the objectives don’t 
mean very much at the present time, because you may, in connection 
with this review which is now being undertaken, come to the con- 
clusion that your goals are too large and you may cut them down 
substantially. 

Mr. CLevetanb. The review that I was referring to was a review 
partially of the objectives, but also of the changed supply situation 
and particularly the expectations of delivery under the expansion 
program. 

Mr. Yares. Let me amplify what I was saying with aluminum. 
This status list shows that we are 49 percent of our objective. Mr. 
Walsh has testified and you have stated that aluminum is coming in 
in greater supply. Does this mean, therefore, that you may reduce 
your objective because of the fact that you have additional facilities 

ringing in additional supply in terms of the ultimate goal? 

Mr. Cievetanpn. That could occur. 
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Mr. Yares. If that isn’t true, I don’t know why you don’t buy 
some aluminum. 

Mr. CLEVELAND. Sir, we are taking all the aluminum we can get 
at the present time, and will continue to do so until we reach the 
objective. 

Mr. Yates. Mr. Walsh says you are not buying it, though. 

Mr. Wausu. We haven’t bought that for the second quarter of this 

ear because we haven’t been informed how much will be available. 

e only have estimates. As soon as we know how much will be 
available from the second quarter production we will pick it up. 

Mr. Mansure. That is over and above civilian demand? 

Mr. Wats. That is right. 

Mr. Mansvure. You have to put that part in. 

Mr. Yarrs. ODM has estimated this is all the money needed for 
1955 for buying additional materials for the strategic and critical 
materials program? 

Mr. Cuevetanp. That is correct. In terms of our present knowl- 
edge, that is correct. I want to emphasize that we are reviewing 
very vigorously this matter and we may come up with a different 
viewpoint. 

PRODUCTION AT NICARO NICKEL PLANT 


Mr. Yates. Where are you buying your nickel, Mr. Walsh? You 
are buying it from International Nickel and all sources, are you not? 

Mr. Watsu. Yes, sir. 

Mr. Yares. Are you taking the full production of the Nicaro plant? 

Mr. Watsu. The present plan is that the production from the 
Nicaro would, with the exception of 500,000 pounds per month, go 
to the stockpile. The present production there is around 28 million 
er a year and around 500,000 pounds of that per month would 

e channeled toward industrial use. 
Fa Yares. Then you are getting, roughly, about three-quarters 

of it? 

Mr. Watsu. That would be 6 million pounds a year going to indus- 
try from a production of 28 million pounds. 

Mr. Yates. You are getting, roughly, about 75 percent for the 
stockpile? 

Mr. Watsu. That is right. Last year from the Nicaro plant we 
got 6,800,000 pounds. 

Mr. Yates. Do you know whether Nicaro’s output is being 
increased? 

Mr. Mansure. We are working on that now. 

Mr. Yates. Are these the questions that should be asked tomorrow? 

Mr. Mansure. We could do it at that time. Nicaro’s operation is 
going to be increased approximately 75 percent. In other words, from 
about 10 percent of the free world’s supply, it will be increased to 
about 15 percent or better, in round figures. 

(Discussion off the record.) 

Mr. Yates. This list which has been handed to me shows that the 
Government has an investment of $42 million in Nicaro, is that right? 

Mr. Mansure. That is correct. 

Mr. Yatrrs. Nicaro is under lease at the present time; is it not? 

Mr. Mansure. It is not under lease, National Lead is our operating 
agent. It is Nickel Processing Corp., which is the operating company. 
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Mr. Yares. When was that agreement entered into to? 

Mr. Mansure. It was an extension of the original agreement. It 
was about January 1953. And then there was a question on whether 
they would be able to make a lease arrangement with the Government, 
but it was ascertained that the Government had a better deal under 
its present arrangement, So they just continued on as an operating 

ont. 

a 5 Yates. Does Nicaro carry itself? Do you pay a certain 
amount to National Lead now to operate the plant for you on behalf 
of the Government? 

Mr. Mansure. If you would like that, we could bring you a break- 
down on the operation figures. We have all of that. I think it 
would be better for you to look at the full statement, rather than to 
look at it piecemeal. 

Mr. Yares. As a general statement, they are the Government’s 
operating agent? 

Mr. Mansure. Yes. 

Mr. Yares. And the Government owns the entire output. Is that 
correct? 

Mr. Mansure. Yes; that is correct. The Government would own 
the output. 

ates” Yates. They sell the output on behalf of the Government, 
then? 

Mr. Mansure. I presume in the back of your mind is why doesn’t 
the Government take more of that? 

Mr. Yarsus. That is one question. But the next question I want 
to ask is whether the Government is making any money or losing any 
money on the project. How much does this cost the Government? 

Mr. Mansure. We don’t have the figures with us. I can give them 
to you. The Government is making money on the operation. 

Mr. Yates. When you say the Government is making money on 
the operation, you mean by the sales that it has in connection to 
itself at the current price of nickel? I am trying to find out what is 
the arrangement that you have with National Lead. 

Mr. Mansurn. I would like Mr. Gumbel to answer that. 

(Discussion off the record.) 

Mr. Yates. What is the total expense of the Nicaro plant as 
to income? 

Ir. GumBeL. You mean, carrying charges? 

Mr. Yates. The Government is running a company there. How 
much does it cost the Government? 

Mr. Mansure. You mean our operating fee to Nickel Processing 
or our actual cost 

Mr. Yares. I think that is a material question that I haven’t 
asked yet. What are the gross income and gross sales, and what 
are the gross and net profits? i 

Mr. Mansure. We will give you all that tomorrow. 

Mr. Yarszs. I think I had better wait until tomorrow to ask these 
uestions with respect to the other plants that are owned by the 
overnment. You would prefer that I ask those tomorrow? 

Mr. Puiuures. It will keep it all together on the record. 

Mr. Mansure. We can give the whole statement to you. 
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Mr. Yares. | think we ought to find out whether the Government 
is losing money or how much money it is making in connection with 
the operation. 

Mr. Puruuies. It should be charged up against the cost of materials. 

Mr. Mansure. It is. 

Mr. Putuuips. It all shows on your report, and you will have that 
tomorrow afternoon? 

Mr. Mansure. Yes, sir. 


DEFENSE PRODUCTION BORROWING AUTHORITY 


Mr. Puruuips. Let me get an understanding about this borrowing 
authority. The borrowing authorization is the authorization to 
borrow from you, that is, it is a lending authority on your part? 

Mr. Mep.ey. No, it is an authorization made to the President to 
designate agencies who can borrow funds from the Secretary of the 
Treasury. 

Mr. Pattuips. The authorization is for funds you can borrow for 
what purpose? 

Mr. Mepuey. For the purposes set forth in title III in the Defense 
Production Act of 1950, as amended. 

Mr. Puiuips. I thought that was largely for the discovery and 
production of these strategic materials. 

Mr. Meptey. It is, sir. 

Mr. Puriures. Can vou take that money that you borrow and in 
turn loan it to somebody else? 

Mr. Meptey. No, not per se, although the RFC has made loans 
for that purpose. 

Mr. Puiturpes. The RFC is out of existence. Can you make such 
loans? 

Mr. Meptey. That authority has been transferred to the Treas- 
ury 

Mr. Puruuips. You can’t use it for purchases, essentially, can you? 

Mr. Meptey. Yes, sir. 

Mr. Puitutps. In incentive payments to encourage people to go 
out and hunt for some of the things that we are short of? 

Mr. Meptey. That part of the program is under the Department 
of the Interior, Mr. Chairman, known as the Minerals Exploration 
program. 

Mr. Puruurrs. If we keep after this long enough, we will have 
the entire Government in it. That is a little mysterious to me. 
How does this borrowing program werk together with the stock- 
piling program? 

Mr. Mepury. It works this way, Mr. Chairman. Various com- 
modity programs have been developed, originally by the Defense 
Materials Procurement Agency, whose authority was transferred to 
the General Services Administration last August. It is now under 
Mr. Watsu. Those programs are reviewed by the Office of Defense 
Mobilization and modified in some cases and then approved, at which 
time pursuant to the delegation of authority from the President, 
the Office of Defense Mobilization issues a certificate of borrowing 
authority to the GSA. 

If the Chairman would like, I have before me here the December 31 
financial report on these activities which, on page 10, includes a list 
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of the programs authorized in terms of gross transactions, those 
which have been executed, and borrowing authority authorized in 


connection with it. 


Mr. Paris. Is that restricted information? 


Mr. Meptey. No, sir. 


Mr. Tuomas. Let us put it in the record here. 

Mr. Pariures. Would that show how much money there is? 

Mr. Meptey. Suppose I give you the totals, sir, first, and then 
follow along with examples, if you want them. 

Mr. Patties. We will authorize the entire page to be put in the 


record. 


(The material referred to is as follows:) 


Schedule of borrowing authority and program performance as of Dec, 81, 1953 


Borrowing authority Gross transactions 
Commodity 
Authorized Obligated Authorized Recorded 
ee $27, 100,000 | $23, 033, 215.04 | $1, 139,833,000 | $1, 107, 357, 345. 58 
Aluminum (sheet) -.........-- 0 0 5, 040, 5, 040, 000. 00 
Sais cinta 225, 000 225, 000. 00 10, 640, 000 8, 330, 000. 00 
Beryllium ore 5, 752, 000 391, 563. 89 15, 338, 000 1, 264, 000. 00 
rome....... 41, 600, 000 26, 962, 603. 19 110, 188, 000 49, 768, 303. 19 
Cobalt ___. PAL ERTS 4, 000, 000 1, 300, 000. 00 43, 625, 000 21, 700, 000. 00 
Columbium-tantalum._________- 41,900,000 | 37,917, 589. 50 86, 002, 000 78, 036, 554. 00 
OS rere Bae 51,997,000 | 48, 208, 786. 00 780, 384, 000 775, 297, 483. 00 
1, 701, 000 1, 701, 000. 00 16, 442, 000 15, 520, 125. 00 
0 0 20, 000, 000 20, 000, 000. 00 
Fluorspar. 3, 168, 000 1, 485, 500. 00 25, 589, 000 16, 174, 000. 00 
Graphite___- . 2, 007, 000 1, 951, 661. 59 2, 241, 000 1, 951, 661. 59 
Iron ore . 0 513, 000 0 
Lead ice edbacancddhbucde 3, 330, 000 3, 093, 000. 00 23, 071, 000 22, 661, 520. 18 
Machine tool ( | ee nazoniges 30, 000, 000 25, 216, 000. 00 1, 400, 000, 000 | ' 1, 253, 607, 000. 14 
Machine tool (lease) ..... _.. ......... 33, 600, 000 32, 854, 800. 00 43, 500, 000 2 42, 489, 903. 48 
Machine tool (elephant) __._.__..._..- 12, 000, 000 1, 926, 000. 00 15, 000, 000 3, 646, 000. 00 
| aan “Cina eRe 45, 000, 000 40, 687, 700. 00 181, 560, 000 177. 247, 700. 00 
PR idk cnsicaanvehencéablenes 94, 580, 000 89, 461, 702. 60 411, 723, 000 402, 744, 352. 60 
Se 4) ee Ore eee eee 29, 755, 000 23, 813, 233. 98 40, 488, 000 31, 046, 233. 98 
Mineral development. _____._....-__- 5, 000, 000 704, 453. 71 5, 000, 000 704, 453. 71 
Molybdenum. .-._.._._- 308s...40cee 23, 970, 000 23, 970, 000. 00 158, 612, 728 158, 612, 728. 00 
a EE ieee eatin 266, 027,000 | 192, 129, 500. 00 784, 670, 000 592, 369, 040. 00 
Oil (erude) and oi] products_ = 0 0 110, 000, 000 0 
0 0 886, 603, 000 886, 603, 000. 00 
350, 000 20, 000. 00 3, 950, 000 20, 000. 00 
Scrap (nonferrous) - ..............---- 91, 000 88, 463. 00 572, 000 532, 910. 48 
yy ff Seer ene 2, 386, 000 2, 386, 000. 00 3, 203, 000 2, 515, 000. 00 
PD Sicccccassccbosossnhivuss ten 128, 700, 000 695, 000. 00 895, 000, 000 409, 735, 000. 00 
eS eee 113, 262, 000 41, 023, 284. 00 414, 006, 000 3 414, 021, 350. 15 
47, 240, 000 810, 064. 90 60, 349, 000 224. 90 
Total commodities_____-......- 974, 741, 000 690, 056, 121.40 | 7,693, 142,728 | 6, 537, 504, 889. 98 
1,024, 741, 000 690, 056, 121. 40 7, 693, 142,728 | 6, 537, 504, 889. 98 


! Includes $2,400,000 contract termination not shown in exhibit F. 
2 Includes $60,000 for regional office machine-tool program not shown in exhibit G. 
3 A service contract in the gross amount of $16,400, executed Nov. 30, 1953, brought gross transactions re- 
corded to a total of $414,021,350.15 within the gross transactions authorized of $481,178,000 under certificate 


No, DMPA-118-21-DPA-191, 


reducing the amount of transactions authorized below the recorded gross transactions. 


4 Certificate No. 


However, on Dec. 8, 1953, certificate No. GSA-174-11-D PA-25 was issued 
DM PA-104-11-DPA-76 issued for proposed contract with United States Smelting 


Mining and Refining in gross amount of $13,534,000, borrowing authority $509,000, disapproved as available 
for apportionment by Bureau of Budget revision to zinc program eliminating this project requested of 


ODM in agency’s letter of Mar. 25, 1953. 


Mr. Meptey. As of December 31, the gross transactions author- 


ized, that is, the total size of the program, $7,693,142,728. 


To 


finance that program borrowing authority had been authorized of 


$1,024,741 ,000. 


As against those authorizations, programs executed, by that I mean 
contracts executed, on a gross basis totaled $6,537,504,889.98, which 
involved the use of borrowing authority of $690,056, 121.40. 
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Mr. Puriuuips. Does that show what amounts are available still, or 
is there no limit on that? 

Mr. Mep.ey. The amount still available is not cited. However, 
the amount available is, of course, the difference between the amount 
authorized and the amount obligated. 

Mr. Puiturres. Can you have a loss? 

Mr. Meptey. Yes, sir. 

Mr. Puiturps. Do you anticipate any losses? 

Mr. Meptey. Yes, sir. As a matter of fact, the borrowing author- 
ity authorized, with the exception of $50 million working capital, is 
in eftect the probable ultimate net loss to the Government under these 
programs over the life of these programs. 

Mr. Puruires. When is the expiration date of all this authority? 

Mr. Meptey. I believe it is June 30, 1962. 


ADMINISTRATIVE EXPENSES UNDER BORROWING AUTHORITY 


Mr. Puaruuies. Are the administrative expenses which have to do 
with the borrowing authority mixed in with the other administrative 
expenses of the stockpiling program, or do you have a separate item- 
ization of administrative expenses? 

Mr. Mepuey. They are separate, sir. 

Mr. Patuures. We haven’t had this yet? 

Mr. Meptey. No, sir. There is no submission before you. 

Mr. Puiuurrs. No expenses next year? 

Mr. Meptey. Yes, sir, but up until this time those expenses have 
been apportioned directly by the Bureau of the Budget from the 
borrowing authority fund. 

Mr. Puruurrs. The administrative expenses are paid out of the 
borrowed funds? 

Mr. Mepb.ey. Yes, sir. 

Mr. Puitures. You had better give us a little notation of what 
you expect your administrative expenses to be. 

Mr. Mepuey. I can give you the 3 figures now: Fiscal 1953, 
$4,538,239; apportioned for 1954, $3,200,000; estimate for 1955, 
$2,800,000. 

NEED FOR BORROWING AUTHORITY 


Mr. Putuuies. I am not very clear on this, I will be very frank 
with you. I don’t understand why you still need a borrowing pro- 
gram. We have a stockpile of strategic materials 

Mr. Tuomas. Isn’t this a situation that goes back to 1950 when the 
penerenn was set up under Charles “Electric’’ Wilson, the Defense 

faterials was under the Interior Department, and then was brought 
into his office and GSA had a hand in it. They take this money, 
which is a Treasury authorization, to develop sources, and then when 
_ get the facility and the source paid for, or loaned out of this 

orrowed money, you take the appropriated cash and buy the 
materials; isn’t that the way it has been working? 

Mr. Puiuures. Then why do you still need this borrowing program? 

Mr. Meptey. Some of the contracts run until 1962 and include 
“floor price’ provisions. Under such contracts, the contractors have 
the right to “put” some on all of the production to the Government 
at the “floor price.” 
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Mr. Tuomas. Why don’t you give us some examples? Didn’t 
Falconbridge get $50 million and $75 million up in Canada? That 
is one of your big ones. Can’t you read into the record some of the 
contractors who me gotten some of the money? 

Mr. Watsu. Yes. I don’t have here, nor do I have in my shop, 
the names of the contractors and how much they got. I can tell you 
this, answering the last part of your question first, that at the present 
time this borrowing authority money is being used purely for the 
expansion of titanium and some pilot plant operations for some 
additional nickel. 

a Tuomas. How much did aluminum get out of it in the last go 
round? 

Mr. Watsu. The amount of money that was advanced to the 
aluminum companies—l don’t think any was advanced by the 
Government—were private loans. 

Mr. Exuiorr. $10 million was advanced. 

Mr. Puaruuies. What do we get for this? Have you any record of 
what amount of material we are getting for this money that we take 
from the borrowing power fund? 

Mr. Watsn. Yes, sir; we do. There is a whole series of combina- 
tions there. For example, we don’t intend to go into the market and 
buy any material which will be generated through the expansion 
program in the balance of 1954 or 1955; any material that will be 

enerated from those programs in excess of the civilian economy will 
“ drawn down and put in the stockpile. There will be no open- 
market purchases for that. 

Mr. Parties. Drawn down at the contract price? 

Mr. Wausu. No. We transfer it into the stockpile at the market 
price. Therefore, if the price of the contract is in excess of the market, 
the borrowing authority does sustain a loss in those cases. 

The contracts entered into are various types of contracts. Some of 
them give the supplier the right to “put” to the Government; some of 
them give the Government the right to “call” on this production, and 
some of them are at “floor prices’? where the Government has to take 
the material off their hands in the event that the market is below the 
contract price. Generally, those are the types of contracts. There 
are a couple hundred of those contracts. 

Mr. Tuomas. Didn’t the uranium people get some of this money. 

Mr. Watsn. Not through our procedure, but through AEC, I think. 

Mr. Tromas. It all comes out of this fund? 

Mr. Wausu. No. As I understand it, several agencies get funds 
from this, for example, Department of Agriculture gets out of this 
fund the amount of money for that castor bean crop. That comes out 
of this fund. 


ALLOCATIONS MADE FROM BORROWING AUTHORITY 


Mr. Tromas. I think the chairman asked a while ago, and it is rot 
clear in the record, what the total Treasury authorization was and 
how much of it has been used today. The authorization is around 
$2 billion. How much has been used of that credit today? 

Mr. Mepuey. The total amount authorized in the Defense Pro- 
duction Act, as amended, is $2,100 million. I do not have the figures 
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as to the total amount of allocations made by ODM to all of the 
various agencies. I was merely giving the GSA portion. 

As of September 30, there was $1.6 billion allocated to all agencies. 
There is one other thing that I would like to direct the committee’s 
attention to, if I may, Mr. Chairman, and that is on table I of the 
classified material. For all of the commodities we purchased we 
indicate whether it is going to be purchased from the DPA inventories, 
which we will buy, or whether we go into the open market. 

Mr. Puiturrs. Who has the authority? Who controls the funds, 
in other words? 

Mr. Meptey. Well, the Office of Defense Mobilization controls 
the funds, the allocations, and then after they make the allocations to 
the various agencies, the agencies have to submit their apportionment 
requests to the Bureau of the Budget. So in that way we get an 
allocation and then a review by the Bureau of the Budget before the 
apportionments are approved. 

4B cap Yares. As I see it, our questions are really to the ODM on 
this. 

Mr. Puiuuips. That is what I was going to say. It seems to me 
that this report on the borrowing authority should be a report from 
the ODM. 

Mr. Tuomas. These people have put out a sackful of money out here 
on zine, lead, copper, low-grade manganese, in the mountainous 
sections. 

Mr. Yates. But they don’t put it out until ODM tells them to. 

Mr. Puiuuips. That is right. 

Mr. CLeveLanpb. That is approximately correct. However, the 
program proposals for materials expansion comes from GSA. They 
are reviewed in ODM and are either approved in toto or are modified 
or rejected. 

Mr. Yares. The original recommendations from GSA go to ODM 
and you sit as a sort of appellate court to review and approve or 
disapprove them? 

Mr. CLevevanp. That is right. 

Mr. Watsn. With one exception, the starting point is that ODM 
states that there is a deficiency in a material. When they state that 
there is a deficiency, they throw the problem to GSA as to how that 
deficiency could be overcome. GSA then submits a program as to 
how that deficiency may be overcome. They act on that program. 
If they approve that program, then it is set in motion, through the 
chain of events as previously outlined. 


STRATEGIC AND CRITICAL MATERIALS PURCHASE PROGRAM FOR 1955 


Mr. Yarss. This $199 million for the purchase of strategic and 
critical materials, was that amount established by ODM or by GSA? 
I know it was really set by the Bureau of the Budget, but which 

ency recommended that amount? You never did tell me, Mr. 
Medley, incidentally, how much GSA recommended for that purpose, 
a comparable figure to that one. 

Mr. Mepuey. I am sorry. I intended to, Mr. Yates. The com- 
parable figure to that—let’s see, you were using the 1954 figure, as I 
remember. 
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Mr. Yares. On page 265 of your justifications there is a figure, 
“Cost of materials.”” Is that the figure that will be used for the 
gee of materials, or is the figure above that the one that I should 

e asking you about? 

Mr. Meptey. No, that figure is all right, the $199 million. 

Mr. Yarres. How much did you recommend to ODM to be used for 
the purchase of strategic and critical materials? 

Mr. Meptey. Based on the procurement objective, which ODM 
established originally in November, we recommended to the Bureau 
of the Budget $383,423 ,000. 

Mr. Yares. $383 million, and that figure is to be compared with 
the figure of $199 million 632 thousand, which appears on page 265 
under subparagraph 1 (a)? 

Mr. Mep ey. That is correct. 

Mr. Yates. Did ODM reduce it, or did the Bureau of the Budget 
scale that down? 

Mr. Meptey. The Bureau of the Budget scaled it down, but they 
did scale it down in consultation with ODM as a result of these changed 
supply situations which Mr. Cleveland discussed. 

ff the record. 

(Disevssion off the record.) 

Mr. Mepuey. As I understand it, the ODM established procure- 
ment objectives which entailed expenditure of considerable more 
money than is in the budget before you. 

Subsequent to that, market conditions changed notably in aluminum 
and molybdenum——— 

Poe Yares, When you say “changed,” in what way did they 
nge? 

Mr. Meptey. The price dropped, and as a result of the price drop, 
the companies exercised their contract ‘“put’’ provisions or indicated 
they would exercise the ‘‘put”’ provisions. 

Mr. Yares. They require you to purchase them when you say “put’’ 
provisions? 

Mr. Mepury. Yes, under the floor prices in their contracts. 

Mr. Tuomas. Isn’t this the situation? In 1950 it looked like we 
had a world war coming on. The whole world started rearming and 
the whole world started scrambling for these critical war materials. 
We took a sackful of money and scattered it all over the earth develop- 
ing resources for these raw materials, and apparently the British, 
the French—not the French—the Russians and perhaps the Chinese 
all got into it. The price went up. Everybody was competing for 
these materials. You used the expression ‘‘our source of supply is 
changing.”” The gentlemen at the end of the table said they were 
making a study. As the war situation eases, England goes out of the 
market, and we trust the Russians, too, to some extent, and everybody 
else, so that all you are doing now is reappraising your total world 
supply, and as your war effort drops off, the world supply of these 
materials picks up a little bit and the market becomes a little bit more 
liquid. So what the ODM is doing is to study this situation in the 
light of world conditions, No. 1, as to war and, No. 2, in the light of 
world supply. As the war tension goes down, more of these materials 
become available to eventually put in the stockpile. Isn’t that the 
whole situation? 
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Mr. Meptey. That is right. The net effect of it is, as we indicate 
at the top of page 265: 

The acquisition of materials to the stockpile in 1954 and 1955 have been recast 
as a result of this analysis. The phasing of obligations and expenditures thus 
required under the expenditure ceilings, has altered the original plan of procure- 
ment. However, the net effect will be the acquisition of greater amounts of 
more critical materials, such as aluminum, molybdenum and nickel going into 
the stockpile, thereby adding to the Naticn’s security. 

Mr. Yates. But, Mr. Medley, the fact still remains that presum- 
ably all of these materials are for the Nation’s security, not just 
molybdenum or aluminum and nickel. Otherwise, you wouldn’t 
have them listed on the program. There were three metals that were 
going to be stricken from the list. Therefore, presumably all the 
others are in short supply and desperately needed by this country. 

Mr. Puiuuirs. Except that they have reached a saturation in many 
of them. 

Mr. Yares. Is it true that you have reached a saturation point in 
the purchasing of materials, for which you have not reached your 
objectives, in the amounts you are requesting? 

Mr. Meptey. I believe Mr. Walsh’s testimony indicated that was 
true of some materials, such as asbestos. 

Mr. Yares. Asbestos, yes, but how about the others, Mr. Walsh? 
You said you couldn’t buy more asbestos. Could you buy more of 
the others? 

Mr. Watsu. Yes, we could buy some of the other materials. We 
would have no difficulty at all today in buying copper. The question 
is do we go into the open market today or wait until the copper comes 
through the expansion contracts. The decision is to wait for it to 
come through the expansion contracts. 

Ir. Yarss. Will it cost you less? 
. Wats. It will cost less than what it would today. 
. Yates. Significantly less than today? 
. Watsu. Four or five cents. 
. Yarges. When will they come in? 
. Wats. Some this year, 1954; next year, 1955, most of them 
will be in. They will produce about 150,000 tons of copper in 1955. 

Mr. Yares. You are going to wait and purchase your copper and 
complete your requirements when that comes in? 

Mr. Watsu. Yes, sir. 

Mr. Yates. Is this true of the other metals as well? 

Mr. Watsn. Practically all of them. 

Mr. Yates. There isn’t the feeling of urgency that there was in 
the past; is that what you are saying? 

Mr Wausu. That is correct. 

Mr. Yares. I look at this classified material and I see contracts 
that are dated December 31, 1953 in almost every instance. Why 
do they have that date, particularly? 

Mr. Meptey. Which table is that? 

Mr. Yates. The classified table, page 1 of 4, page 204. You will 
note that the contracts for the materials say, “from contracts in 
effect December 31, 1953.’’ Are your contracts renewed annually; 
is that what that means? 

Mr. Watsu. What that means is that those are the contracts 
previously executed which had not been completed as of that date. 
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Mr. Yates. These are long-term contracts? 

Mr. Wausu. These are older contracts which are still in effect. 

Mr. Puiuuirs. Mr. Mansure, I guess we are through with strategic 
materials. All witnesses are excused who have nothing to do with 
Federal supply. 

STOCKPILE INSPECTIONS 


I have one more question: How often do you inspect the material 
which is in your warehouse? How does the Congress know that all 
this material which is accounted for on this sheet is actually in exist- 
ence, actually in the warehouses where you say it is? Do you make 
inspections? 

Mr. Watsu. Yes, sir. 

Mr. Puiuurrs. How often? 

Mr. Wausu. Inspection of these warehouses is covered almost on a 
monthly basis by the inspectors located within the regions. The 
materials which lend themselves to deterioration are looked at 

Mr. Puriuirs. Does anybody ever inspect it physically? Like In- 
ternal Audit? 

Mr. Watsn. Yes, sir. The Internal Audit has reviewed most of 
these items. In addition, physical inventories have been taken at 
the greater majority of them, principally military locations. They 
do undergo regular inspection. 

Mr. By you? 

Mr. Watsu. Yes, sir. 

Mr. Puiuurrs. That is internal inspection? 

Mr. Watsu. As well as an external inspection. 

Mr. Putuurrs. Do you have a GAO inspection? 

Mr. Wausu. I don’t really know whether GAO has been out. The 
Bureau of the Budget has been out. The Munitions Board used to 
go out quite frequently, but whether GAO has gone into them I really 
couldn’t say. 

Mr. Meptey. I would like to supplement Mr. Walsh’s remarks. 
As he indicated, the materials inspectors check all new materials as 
they come in and keep a watchful eye on the locations generally. 

In addition, we have established a physical inventory program 
throughout GSA of inventorying everything at least once every 2 

ears. 
: Applying this to the stockpile program, the physical inventorying 
at military locations has just been finished. This was done by the 
military under procedures we approved and our auditors observed 
the inventory-taking at all locations. 

At commercial locations we have made audit surveys and checked 
warehouse records but no physical inventories have actually been 
taken. However, GAO did confirm inventory balances at the com- 
mercial locations as of June 30, 1953. We will continue this practice 
in future years. 

At GSA locations we are just getting started. No physical in- 
ventories have yet been taken since only a few of our locations have 
been operating 2 years. We are going to start on those shortly. 
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NATIONAL INDUSTRIAL RESERVE PLANTS 


(The following information was submitted later:) 


GENERAL SERvices ADMINISTRATION, 
Washington 25, D. C., February 23, 1954. 
Re National industrial reserve plants. 
Hon. Joun 
House of Representatives, 
Washington 25, D. C. 

DeaR ConGRESSMAN Puiuuips: Attached for your information is copy of my 
letter of this date to Congressman Taber on the above subject which is self- 
explanatory. 

Cordially yours, 
EpmMuNpD F. Administrator. 


FEBRUARY 23, 1954. 
Re National industrial reserve plants. 
Hon. Joun Taser, 
House of Representatives, 
Washington 25, D. C. 

DEAR CONGRESSMAN TABER: The 1955 budget estimate for the “National 
industrial reserve” activity, as approved by the Bureau of the Budget, was 
$2,524,500 (see pp. 228 and 229 of the budget for 1955). 

Subsequently, the Secretary of Defense directed the transfer of 13 reserve plants 
from the custody of GSA to the Armed Forces departmental reserve on or before 
June 30, 1954. 

As a result, we offered a reduction of $1,600,000 in the 1955 estimate—with the 
approval of the Bureau of the Budget—to the Subcommittee for Independent 
Offices to compensate for this loss of workload. 

This reduction is not a saving to the Government, but merely a transfer of 
expense from one agency to another; and may actually result in an increase in the 
cost of maintaining the transferred plants. 

Protection and maintenance of these plants in 1955 by GSA would amount to 
0.802 percent of their residual acquisition cost. We understand that similar costs 
for plants in the departmental reserve are approximately 1.4 percent of residual 
acquisition cost. 

A good example of this involves one of the plants being transferred—the Wain- 
wright Shipyard at Panama City, Fla. We had budgeted $115,000 for mainte- 
nance expense in our 1955 estimate against a reported Navy budget estimate of 
$179,000 for this facility: 

I am enclosing a statement of the recommendations on which these transfers 
were based, together with a listing of military departmental reserve plants which 
we feel are eligible for transfer to GSA. However, no action has been taken by 
Defense to transfer these plants to GSA and, consequently no funds have been 
included in our 1955 budget estimates for such purposes. 

Cordially yours, 
Epmunp F. Mansure, Administrator. 

Enclosures. 


Cuapter V. Firra ANNvuAL Report or THE NATIONAL INDUSTRIAL RESERVE 
REviIEw CoMMITTEE 


A. GENERAL REPORT 


The committee feels that a more clear-cut division of responsibility for custody 
and maintenance of reserve plants will make for a more efficient maintenance of 
the national industrial reserve. Accordingly, it is reeommended: 

That national industrial reserve plants which are unsalable under a national 
security clause and subject to maintenance by the Government be divided, as 
follows, into two groups on the basis of the immediate importance of their produc- 
tion to the defense effort: 

(1) Those industrial facilities which produce end items primarily for the 
Department of Defense, e. g., explosive and ammunition loading plants and 
shipyards, ete. Facilities of this type which are now in the custody of Gen- 
eral Services Administration should be turned back to the Department of 
Defense as soon as the necessary budgetary arrangements can be made, since 
the Department of Defense has the prime responsibility and direct need for 
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the production from these plants. The Department of Defense should also 
be responsible for justifying appropriations or maintenance and for insuring 
that such plants be maintained in an appropriate state of readiness. 

(2) Those industrial facilities which produce raw materials, e. g., magnes- 
ium and nickel, and semifabricated products such as light castings and forgings 
which have considerable commercial, as well as military use. The General 
Services Administration should be given custody of this type facility since it is 
of interest to civilian as well as military production. 


PLANTS IN ARMY DEPARTMENTAL RESERVE 


7P Facility Mobilization product Remarks 
447....| Cold Spring battery plant, Cold Spring, | Batteries__..._...__- New pet, contractor op- 
ip erated. 
302....| Habus plant, Columbus, Ohio......._._.._.| Clothing impregna- | Inactive, part used. 
on. 
200....| Kansas City plant, Kansas City, Mo __. Inactive, part used AGO. 
428....| Marshall plant, New Martinsville, W. Va__| Chemicals... --- Inactive, partly leased 
452... — Shoals chlorine plant, Wilson Dam, Cees... 55 5.1L... Active, contractor oper- 
a. ated. 
360....| New Cumberland plant, New Cumberland, Cheshing impregna- | Inactive. 
a. 
454..._.| Phosphate Development Works, Wilson Phosphate ded Active, contractor oper- 
Dam, Ala. ated. 
397_...| San Jacinto Ammonia Works, Houston, Tex.| Anhydrous ammonia__ Do. 
423....| Seattle chemical plant, Seattle, Wash... .__ and wethler- | Part leased, inactive. 
te. 
389_...| Cactus ordnance works, Dumas, Anhydrous ammonia. contractor oper- 
ated. 
292... ordnance plant, Cincinnati, | Forgings. — contractor oper- 
ated, 
429....| Morgantown ordnance works, Morgan- | Chemicals--.. 
town, W. Va. 
PLANTS IN NAVY DEPARTMENTAL RESERVE 
Reserve forge plant, Berke- | Forgings. Leased. 
ey 
pnt Pacific States Steel Corp., Niles, Calif-- Steel ingots Do. 
61_....| Naval Industrial Reserve Aircraft plant, Parts manufacturor...| Contractor operated. 
Southington, Conn. 
250....| Naval Industrial Reserve plant, Dresden, | Hydrogen peroxide-__- Leased to DuPont Co. 
349__. Naval Industrial Reserve plant, Glassmere, | Aluminum powder-_.__| Leased. 
‘a. 
322._..| Naval Industrial Reserve metal fabricating | Gear castings and Do. 
and machine plant, Warren, Ohio. welding. 
293....| AF Plant No. 41, Cleveland, Ohio. ..-......| contractor oper- 
ated. 
220....| Camden Forge Co., Heavy forgings Do. 
346....| Erie Forge Co., Erie, F Crankshaft forgings. - ..| Leased. 
420....| Isaacson Iron Works, Seattle, Wash________| Steel ingots and forg- | Leased, scrambled 


ings. 
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Supplemental information, 1955 budget estimate, national industrial reserve 
PLANTS BEING TRANSFERRED TO THE MILITARY DEPARTMENTS 


Facility and location 


Residual ac- 
quisition cost 


Ordnance plants: 
Green River Ordnance Works, Dixon, IIl_ - 
Gopher Ordnance Works, Rosemount, Minn... 
Keystone Ordnance Works, Meadville, Pa- 
Oklahoma Ordnance Works, Pryor, Okla__- 
Plum Brook Ordnance Works, Sandusky, Ohio. 


Weldon Spring Ordnance Works, Weldon Spring, 


West Virginia Ordnance Works, Point Pleasant, W. Va- 
Shipyards: 

Associated Shipbuilding & Drydock, Seattle, Wash... 

Charleston Shipyard, Charleston, 8. C 

Chicago Bridge & Iron Plant, Seneca, Il. 

Delta Shipyard, New Orleans, La aba 

Wainwright Shipyard, Panama C ity, Fla 

Western Pipe and Steel Plant, San Pedro, Calif. 


Total residual acquisition cost__. 


$15, 158, 000 
10, 006, 000 
31, 070, 000 
30, 988, 000 
31, 421, 000 
37, 139, 000 
10, 394, 000 


2, 124, 000 
4, 336, 000 
4, 483, 000 
9, 049, 000 
14, 038, 000 
5, 076, 5, 000 


PLANTS FOR WHICH GSA WILL HAVE 


Amco magnesium plant, Wingdale, N. Y- 

Benjamin Franklin graphite plant, C hester Springs, “Pa_. 
Diamond magnesium plant, Painesville, Ohio 
Electro-metallurgical plant, Spokane, Wash___- 

Gary armor plate plant, Gary, Ind_- 

Permanente metals plant, Manteca, Calif 


Total residual acquisition cost 


$7, 361, 000 
854, 000 

15, 830, 000 
21, 049, 000 
18, 283, 000 
7, 310, 000 


70, 687, 000 


PLANTS ON LEASE 


Facility and location 


Air Reduction sales pions, Gloucester, N. J 

Leased to Air Reduction Sales Co. for production of oxygen. 
based on production with a minimum annual rental of $9,000. 

Aluminum forgings plant, Erie, Pa 

Leased to Willys Motors, Inc., for production of aluminum and mag- 
nesium forgings. Rental calculated at 6 percent of gross sales with a mini- 
mum annual rental of $250,000. 

Anaconda Copper Mining Co., Columbus, Mont : 

Leased to American Chrome Co., for storage of chrome concentrates 
under lessee’s contract with Emergency Procurement Service. Nominal 
rental of $1 per year charged. 

Carlisle tire and rubber plant, Carlisle, Pa 

Leased to Carlisle Corp., for production of rubber tires. 
of $21,275. 

Domestic manganese and development, Butte, Mont 

On permit to Emergency Procurement Service of GSA for use in con- 
nection with the manganese purchase program, No rental charged. 

Dow magnesium plant, Velasco, Tex. - 


Annual rental 


On lease to the Dow Chemical Co. for the production of magnesium | 


metal. 
duced. 
Electrometallurgical plant, Spokane, 
Partially leased to Pacific Northwest Alloys, Inc., for the production of 
ferrochrome. Rental based on percentage of gross Sales witha minimum 
annual rental of $158,000. 
Magnesium reduction plant, Luckey, Ohio 
On permit to Atomic Energy Commission for the production of beryl- 
lium. No rental charged. 
Nelco metals plant, Canaan, Conn 
On permit to Atomic ‘Energy Commission for the production of mag- 
nesium calcium, No rental charged. 
Pacific Car & Foundry, Renton, Wash_. 
Leased to Pacific Car & Foundry Co. for production of steel castings. 
Rental based on production with a minimum annual income of $18,000. 
Revere os & Brass Plant, Halethorpe, Md_ 
Leased to Kaiser Aluminum & Chemical Corp. for production of 
aluminum and magnesium extrusions. Rental based on percentage of 
sales with a minimum annual income of $250,000. 


Rental calculated at 2.25 cents per pound of magnesium pro- 


Residual 
acquisition 
cost 


$228, 000 


8, 517, 000 


Estimated 
annual 
rental 


$9, 000 


1 Residual acquisition cost reported under “Plants for which GSA will have continued P and M.” 


| 
| 
CONTINUED P. & M. 
| 250, 000 
| 1, 603, 000 1 
136, 000 21, 275 
| 26, 500, 000 1, 800, 000 
| () 158, 000 
| 5, FOR. . 
| 2, 937, 000 18, 000 
5,925, 000 250, 000 
| 
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Supplemental information, 1955 budget estimate, national industrial reserve—Con. 
PLANTS ON LEASE—Continued 


Facility and location 


Residual 
acquisition 
cost 


Timken-Detroit Axle Co., Detroit, Mich 
Leased 


to Jefferson Corp. for storage purposes, Annual rental $73,000. 


Residual acquisition cost 
Estimated annual rental income 


$1, 465, 000 


PLANTS IN OPERATION 


Facility and location 


Residual 
acquisition 
cost 


Nicaro Nickel plant, Nicaro, Oriente, Cuba 


be eee under a management fee agreement with Nickel Processing Corp. for the 


uction of nickel oxide. 


$42, 000, 000 


Tuaurspay, Fesruary 18, 1954. 


Opreratinc Expenses, Feprrat Suppty Service 


Amounts available for obligation 


1953 actual 


1954 estimate 


1955 estimate 


Appropriation or estimate 
Reimbursements from other accounts. 


Total available for obligation 
Unobligated balance, estimated savings 
Obligations incurred 
Comparative transfer from ‘‘Expenses, general supply fund, 
General Services Administration” 


Total obligations 


2, 154, 100 
—27, 509 


2, 126, 591 
562, 807 


2, 689, 398 


Obligations by activities 


Description 


1953 actual 


1954 estimate 


1955 estimate 


Direct Obligations 


. Supply schedule contracting 

. Traffic management 

. Personal pro pares utilization and disposal 
. Supply standards 

. Inspection. 

. Supply management 

. Service administration 


Total direct obligations 
Obligations Payable Out of Reimbursements From Other 
Accounts 
. Traffic management 
Total obligations 


$673 
37 
57: 
36° 


97, 

412, 


6, 
8, 


800 
700 
900 
600 
000 
800 


2, 600, 000 


4, 800 


Estimated 
annual 
rental 
See 2, 579, 276 

| 2, 609, 800 2, 604, 800 

a] 2, 609, 800 2, 604, 800 

ke 

1 $721, 189 $674, 000 
2 350, 424 406, 400 
3 583, 640 540, 400 
4 eS ae 438, 507 363, 600 
5] 118, 246 115, 200 
7 380, 607 409, 000 

See 2, 689, 398 2, 605, 000 | 

commit 2, 689, 398 2, 609, 800 2, 604, 800 
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Obligations by objects 


Object cl® sification | 1953 actual | 1954 estimate | 1955 estimate 


GENERAL SERVIC ADMINISTRATION 
Summary of Personal Services 
Total number of permanent positions. _- 


Full-time equivalent of all other positions. _- 
Average number of all employees St a 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade. 
Crafts, protective, and custodial grades: 
Average salary : $3, 112 | $2, 832 


Personal service obligations: 
Permanent positions $2, 215, 867 2, 175, 909 
Other positions 1, 140 | 31, 206 

Regular Pay in excess of 52-week base.......___. &, 897 385 

Payment above basic 7,391 


Total personal service obligations __. axeigaalys 2, 233, 295 | 2 2, 215 


Direct Obligations 

Personal services 2, 233, 295 2, 212, 000 
Travel 36, 661 39, 000 
Transportation of things 1, 543 1, 200 
Communication services... 42. 608 103, 050 
Rents and utility services 
Printing and reproduction 
Other contractual services 

Services performed by other agencies koa 
Supplies and materials 
Equipment 
Refunds, awards, and indemnities_ 
Taxes and assessments 


Total direct obligations 2, 625, 398 } 2, , 608, 000 oe 


Obligations Payable Out of Reimbursements From Other 
Accounts 

services 

Communication services 

Rents and utility services - 

Printing and reproduction 

Other contractual services_- 

Supplies and materials 

Taxes and assessments_. 


Total obligations payable out of i pteenenenent from | | 
other accounts... | 4, 800 


Total obligations é 2, 625, 398 | 2, 609, 800 
ALLOCATION TO DEPARTMENT OF COMMERCE 


Other contractual services 


SUMMARY 
Summary of Personal Services 
Total number of permanent positions 


Full-time equivalent of all other positions 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 
Average salary 5, $5, “S82 
Average grade - 3-7 .6 GS8-7.5 G3-7.5 

Crafts, protective, and custodial grades: 
Average salary $2, 832 $3, 192 
Average grade. Cc PC- 3.6 


Personal service obligations: 
215, $2, 175, $2, 178, 750 
Other positions : 
Regular pay in excess of 52-week base 
Payment above basic rates 


Total personal service obligations { 2, 215, 500 2 187, 400 


$5, 382 

G8-7.5 

$3, 192 

} CPC-3.0 

| $2, 178, 750 

650 

2, 183, 900 

40, 600 

1, 100 

115, 250 

| 6, 000 

210, 900 

12, 300 

4, 800 

} 19, 700 

} 2, 700 

"8750 

01 | ! | 3, 500 3, 500 
02 150 150 
03 | | 150 150 
04 | | 300 300 
05 5 225 225 
06 20 20 
07 240 | 240 
08 185 185 
15 | 30 | 30 

413 413 

423 | 414 4104 
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Obligations by objects—Continued 


Object classification 


1953 actual 


1954 estimate 


gio: 


Direct Obligations 


Persona] services. 

Travel 

Transportation of things 

Communication services 

Rents and utility services 

Printing and reproduction 

Other contraetual services 
Services performed by other agencies 

Supplies and materials 

Equipment 

Refunds, awards, and indemnities 

Taxes and assessments 


Total direct obligations 


Obligations Payable Out of Reimbursements From Other Accounts 


02 Trave' 


Transportation of things. 

Communication services 

Rents and utility services. 

Printing and reproduction. _- 

Supplies and materials. 

Taxes and assessments 


Total obligations payable out of reimbursements from 
other accounts 


Total obligations 


$2, 212, 000 
39, 000 


Analysis of expenditures 


1953 actual 


1954 estimate 


1955 estimate 


Unliquidated obligations, start of year- 
Obligations incurred during the year 


Unliquidated o end of year. 
Total expenditures 


Expenditures are distributed as follows: 


Out of current authorizations 
Out of prior authorizations 


$203, 443 
2, 609, 800 


$175, 443 
2, 604, 800 


2, 813, 243 


4, 800 
175, 443 


2, 780, 243 


4, 800 
182, 443 


2, 633, 000 


2, 593, 000 


2, 450, 000 
183, 000 


2, 433, 000 
160, 000 


Service.’ 


Mr. Puiturpes. We now turn to “Operating expenses, Federal Supply 


(The justifications referred to follow:) 


OPERATING Exprnsss, FSS 


APPROPRIATION LANGUAGE 


“Operating expenses, Federal Supply Service: For necessary expenses of 


sonal property management and related activities as provided by law; 
not to exceed $300 for the purchase of newspapers and periodicals; and not to 
exceed [$80,430] $40,600 for expenses of travel; [$2,605,000] $2,600,000.” 


We will insert a 79 and 80 in the record at this point. 


T- 
including 


| | 1055 estimate 

— | 
$2, 233, 295 $2, 183, 900 
40, 600 
1, 543 1, 200 1, 100 
42, 608 103, 050 115, 250 
annnteneneeceneeeee| 7, 006 6, 500 6, 000 
piccrodscdsecasasanl 213, 378 202, 100 210, 900 
76, 517 10, 600 12, 300 
macnn 8, 897 5, 000 4, 800 
22, 759 20, 100 19, 700 
5, 123 2, 700 2, 700 
3, 252 2, 750 2, 750 
2,089,308 | 2,605,000 2, 600, 000 

3, 500 3, 500 
05 sodden 225 225 
06 20 20 
07 240 240 
08 185 185 
15 30 30 
4s 4, 800 
2680, 08 | 2, 604, 800 

—— 
Deduct: 
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GENERAL STATEMENT 


“This appropriation provides for basic operations of the Administration for the 
establishment on a Government-wide basis of efficient personal-property manage- 
ment practices by prescribing inventory levels, standardization of quality, sizes 
and types of commodities purchased, and effective use of Government-owned 
property, and by providing contracts for volume purchases, freight traffic rates 
and routing services, and related operations. Although no increase in total funds 
is proposed, increased performance is anticipated from improved efficiency and 
moderate shifts in emphasis between activities.” (From the budget for 1955.) 

No provision is made under this title for activities incident to the general 
supply fund, covered by a separate appropriation, or for administrative operations 
which pn the operating activities such as accounting, budget, personnel, 
legal, and general housekeeping services which are included in the estimate for 
“Administrative operations.” 

Costs of penalty mail, which are directed to be paid to the Post Office Depart- 
ment out of appropriated funds by Public Law 286, 83d Congress, were, as a matter 
of policy, absorbed within the 1954 appropriation by instructions of the Bureau 
of the Budget. ‘This absorption procedure continues through 1955. 

The request of $2,600,000 for 1955, including penalty mail costs, is $5,000 less 
than the appropriation for 1954. It will hold program performance to reduced 
levels of 1954, with minor shifts between activities. Although a slight increase 
is provided for property utilization and disposal functions, rising declarations of 
excess property from both civilian and military agencies, which will gain impetus 
from the President’s directive requiring maximum utilization of existing property 
and sales or liquidation of excess inventories, may require a later supplemental 
estimate of appropriation. 

Measurable savings and economies resulting from personal property manage- 
ment activities during 1953 amounted to $76.5 million, of which the major por- 
tions were accounted for by: (1) Obviating new purchases through utilization of 
excesses, and (2) price advantages under supply schedule contracts. Savings and 
economies are expected to increase to $82.2 million in 1954 and $88.6 million in 
1955, the increases being derived principally from utilization transfers. This 
does not include $10 million, $14.3 million, or $15 million in the respective years 
for proceeds from sales of surplus. 


Summary reconciliation of 1955 estimate to 1954 funds 


A. 1954 appropriation in annual act 
B. Additions to 1954 appropriation: 
Annualization of penalty mail costs____.__________- 
Normal adjustments in local service and Federal supply 
schedule contracts, including related inspections 
Increase in property utilization performance to 
diminish backlog 
Minor adjustments in other programs______________- 
93, 412 


Subtotal 2, 698, 412 
C. Deductions from 1954 appropriation: 
Alaska freight traffic negotiations, to be completed in 


to ‘‘Administrative operations” 
Economies in Service Administration 


Total estimate for 1955 


Elimination of nontechnical excess property identi- 
Distribution of Federal supply schedules, transferred 
——— 98, 412 
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Analysis by activities 


Deductions Additions 


. Supply schedule contracting... ____- 

. Personal property utilization and disposal 

. Supply management. 

. Service Administration 


Detailed estimates for each of the foregoing activities are given on the following pages. 


Mr. Puiuuips. We have the Federal Supply Service under considera- 
tion. Whom do you want to give us some information on this subject 
of the Federal Supply Service? 

Mr. Frater. I am John W. Flatley, Deputy Commissioner. I 
have with me the directors of the individual activities who will 
answer your detailed questions. 

Mr. Patuirs. Mr. Flatley, what do you have to say? 

Mr. Friartey. Mr. Chairman, we have a very tight budget here. 
In accord with the statement of the Administrator we are living within 
the administration policy of cutting every possible corner. 


PROCEEDS FROM SALE OF SURPLUS PROPERTY 


Mr. Puruurps. Before you get off page 79, what becomes of the 
$10 million, $14 million, and $15 million? Does that go to the 
Treasury? That is down at the bottom of page 79, received from 
the sales of surplus. 

Mr. Fuatiey. Yes, sir; those funds go into miscellaneous receipts. 


BUDGET ESTIMATE FOR 1955 


Mr. Patties. You are asking for $2,600,000 for operating expenses, 
Federal Supply Service? 
Mr. Fuatiey. That is correct. 


NUMBER OF EMPLOYEES 


Mr. Putiurps. How many employees do you have? 

Mr. Jumonvitie. The average employment for 1955 is 404. 

Mr. Puruurps. Then in 1954? 

Mr. Jumonvitie. 412 as of January 31, 1954. 

Mr. Puiuurpes. What I think we would like to have is a general 
statement. Before we know how much money we ought to allow you 
for these things, we would like to know what you are doing, and why 
you are not doing more than you are. If the other agencies of the 
Government continue to operate their own supply service, why 
shouldn’t we do away with one or the other? 

Mr. Mansure, would you like to take up that question? 


1 | $674, 000 $33,712 | $33, 512 $673, 800 
2 | 406, 400 30, 400 700 376, 700 
3 | 540,400 |... 38, 500 578, 900 
4 363, 600 
5 | 115, 200 26, 900 8, 700 97, 000 
6 96,400 |. 800 97, 200 
7 409, 000 7, 400 11, 200 412) 800 
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GSA PROCUREMENT OF COMMON-USE ITEMS 


Mr. Mansore. First of all, GSA is supposed to purchase all of 
the common-use items for the various agencies and departments of 
Government. 

Mr. Putiips. Do you do so? 

Mr. Mansure. We are doing that to a degree, with the following 
exceptions. We don’t buy anything for the Atomic Energy Com- 
mission, do we? 

Mr. Fuaruey. Yes, sir. We supply the items to operating con- 
tractors at their principal operatin points 

Mr. Pururrs. Let me get it clear in my mind. What kind of 
items do you supply them? 

Mr. Frartey. Common-use administrative items, janitorial items, 
and custodial items. Those are the principal ones. 

Mr. Puriurps. How about the Veterans’ Administration? 

Mr. Fuatiey. The same way. 

Mr. Puruurps. How about the military; the Pentagon? 

Mr. Fuiariey. We are working with the military and moving into 
the military area on common-use items. Up to the present time, we 
have done more work with the Air Force than any of the other military 
services. 

Mr. Puiturps. When was your agency created? 

Mr. Fuattey. In 1949, sir. 

Mr. Putuies. Between 1949 and 1954, which according to my 
eo is 5 years, you are just beginning to move into the military 
field? 

Mr. Fuatuey. Yes, sir; and the reason for our delay with the 
military was on account of the emergency situation in Korea. 


SUPPLIES FOR VETERANS’ ADMINISTRATION 


Mr. Pururrs. How about the Veterans’ Administration? 

Mr. Fuatiey. The Veterans’ Administration utilizes our entire 
services except in the area of medical supplies and subsistence. 

Mr. Snyper. May I elaborate on that statement? We have taken 
over from the Veterans’ Administration all of the common items 
except foodstuffs. Because use of medical items is limited to few 
agencies, it has been the policy to authorize direct procurement by 
such agencies. 

Mr. Puruures. The Veterans’ Administration is on the record 
before this committee that they can purchase nonperishable items 
cheaper than you can. 

Mr. Snyper. Their volume is greater than ours at the present time. 
However, with the combination of the two volumes we anticipate a 
greater saving than is presently the case. 

Mr. Puruures. It is the combination purchasing which would bene- 
fit both, that is, benefit you as a distributing agency and them as a 
agency? 

r. Snyper. Yes, sir. 

Mr. Puruures. Why shouldn't we let them buy all the items, then, 
and put you out of business? 

Mr. Snyper. Because we have 10,000 other common items, and 
they are devoting themselves principally to specialties in the field of 
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medicine. Staple foodstuffs, such as canned goods, is looked upon as 
a common item which would be more logical to combine with the 
other common items than to combine the common items with 
specialties. 

Mr. Puiturrs. You mean, a can of beans is a medical item? 

Mr. Snyper. I believe that is the way it is regarded by the Veterans’ 
Administration. 

Mr. Mansur. We don’t regard it that way. 

Mr. Puiturrs. That is an interesting subject. What is your total 
annual purchase of what I would call common-use, nonperishable 
foodstuffs? 

Mr. Snyper. About $4 million. 

Mr. Puruurrs. What would you estimate the Veterans’ Administra- 
tion purchases of the same type of items? 

Mr. Snyper. $12 million. 

Mr. Purtuures. You only purchase about 20 percent of the total? 

Mr. Snyper. That is right. 

Mr. Purturrs. Do you believe a combination of the two items 
would result in a material reduction in cost? 

Mr. Snyper. Yes, sir. 

Mr. Puiuuirs. How about the question of distribution? How 
a distributin ng Po points do you have? 

r. SnypDER. Twelve. 

Puiturps. And the Veterans’ Administration? 

Mr. Snyper. Three. 

Mr. Puitures. When you say “3,”’ you mean 3 warehouses, and you 
have 12 comparable warehouses? 

Mr. Snyper. Yes, sir. 

Mr. Puiturps. They must stock in all of their hospitals, and so 
forth, a considerable inventory? 

Mr. Snyper. Their principal inventory is carried in depots, which 
are located in Somerville, N. J., Hines, Ill., and Wilmington, Calif. 

Mr. Puiturrs. Does the producer or the’ processor of these items 
ship, we will say, for the Veterans’ Administration as well as for you 
direct to their warehouses and then they redistribute from those three 
warehouses, or do either of you order direct shipment to using places? 

Mr. Snyper. In GSA it is the general policy to bypass the ware- 
house with any quantity of merchandise which is moving in sufficient 
volume to warrant such action. 

In the case of the Veterans’ Administration, I do not know precisely 
their practice. But, having been in some of the depots, I am led to 
believe that the merchandise moves from the producer, to the depot 
to the hospital. 

Mr. Puiuips. This is an interesting subject for the committee. 

Mr. Mansvure. Mr. Snyder, do you have the figures for the savings 
in transportation costs to all Government agencies? 

Mr. Snyper. I do not have the transportation cost. 

Mr. Puiuuips. Is this an estimated wns or an actual saving in 
the past? 

Mr. Fratrzey. This is an actual saving, Mr. Chairman. Mr. 
Barton, head of our Traffic Management Division, can give you that. 

Mr. Puiuuirs. Mr. Barton, what is the figure? 
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OVERALL TRAFFIC SAVINGS DURING 1954 


Mr. Barron. For the first 6 months of the fiscal year 1954 it is 
over $2.7 million. 

Mr. Puiuuirs. 1954? 

Mr. Barron. Yes, sir, from July to January the savings are over 
$2.7 million. I have a statement listing each one of the savings in 
detail. We have a file on each one of these. 

Mr. Puituirs. You must include savings on a great deal of other 
material besides foodstuffs? 

Mr. Barron. Yes, sir. 

Mr. Puitires. What were your total purchases in that time on 
which the savings of $2.7 million was made? Mr. Snyder, do you 
have that? 

Mr. Fiariey. No, Mr. Chairman 

Mr. Putuuirs. | am trying to get some idea in my mind for a com- 
parable figure. If you save $2.7 million on certain purchases, what 
would you be likely to save on $12 million worth of purchases? 

Mr. Fuatiey. The particular figure that Mr. Barton has cited 
is overall traffic savings as the result of his Government-wide civilian 
agencies’ activities. It includes freight movements for Mr. Snyder’s 
program as well as programs of other civilian agencies. 

Mr. Mansure. We have that figure and will supply it. 

(The material referred to follows:) 

Substantial transportation savings will accrue through utilization of the 12 
GSA depots in lieu of the 3 VA warehouses for nonperishable subsistence require- 
ments of VA hospitals. 

Our studies indicate these savings to be approximately $80,000 annually. The 
VA admits there is a potential saving but estimates the amount to be approxi- 
mately $17,000 annually. 

Mr. Putuuirs. Let me find out what Mr. Barton’s figure is for. 
You have made these savings on what? 

Mr. Barton. On movements for any agency, including our own. 

Mr. Puiuires. Any kind of material that you bought? 

Mr. Barton. That is right, on our purchases as well as theirs. 

Mr. Puitures. That is all common-use items? 

Mr. Barron. No, sir; it ranges from aluminum to 

Mr. Puituiprs. In other words, you operate a transportation division 
in GSA, and you figure that by having a common transportation sec- 
tion operating for all agencies you have saved in 6 months $2.7 million, 
which otherwise the taxpayers would have had to spend to ship sep- 
arately to the agencies? 

Mr. Barron. That is right. 

Mr. Puiuurres. That is an appreciable savings. 

Mr. Tuomas. That includes the stockpiling of critical materials? 

Mr. Fuatuey. Yes, sir. 

Mr. Tuomas. What has that to do with the Federal Supply Service? 

Mr. Puruurps. That is the point I am working to slowly. What do 
you call your section, Mr. Barton? 


TraFFric MANAGEMENT ACTIVITY 


Mr. Barron. Traffic Management Division. 
Mr. Puruures. You will spend $400,000 to operate your Division 
this year? 
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Mr. Barton. Yes, sir. 


Mr. Puruures. Your Division is included in the Federal Supply 
Service, even though its field covers not only its own supplies but any- 
thing else that may be shipped? 

r. Barton. For any civilian agency that calls on us. 
Mr. Puiurps. Mr. Mansure, what else do you want to say? 


CONSOLIDATED PURCHASES SAVE FOR ALL AGENCIES 


Mr. Mansure. I think we ought to come back to the Veterans’ Ad- 
ministration before we get off that. I believe we have the figures but 
I don’t have them right here. If all of these items that we are talking 
about now, the nonperishable foodstuffs, and so on, are bought by one 
agency for all departments of Government, you are going to have an 
overall savings because the little department is going to be able to buy 
at the same price that the big department buys at. 

We feel all departments of Government, regardless of the size of 
their purchases, should be able to buy at the same price. You can 
do that if you have one centralized purchasing agency. 

I would like to submit a statement on the advantages of centralized 
purchasing. 

(The statement referred to follows:) 


‘ADVANTAGES OF CENTRALIZED” PROCUREMBNT 


1. Eliminates duplication of purchasing and distribution organizations, reduc- 
ing personnel and other costs. 

2. Extends the price advantages of volume purchases to all small purchasers. 

3. Eliminates competition between Government agencies for similar type items, 
thereby gaining price advantages. 

4. Assures utilization of simplified purchasing procedures and standardized 
specifications, and permits participation of small business and local suppliers. 

5. Permits purchase scheduling to take advantage of seasonal or slack period 

rices. 
" 6. Reduces new purchases on Government-wide basis through coordination of 
excess property utilization with ageney property requirements. 

7. Improves quality of inspections and reduces costs by the elimination of 
duplicate inspections. 

8. Assures lowest transportation charges for movement of Government property 
through centralized rate negotiations with carriers. 

9. Permits simplification of accounting, billing and paying procedures which 
reduces administrative costs and expedites payments to suppliers. 

10. Encourages participation of maximum number of bidders by providing 
fewer buying offices and uniform bidding terms and conditions. 

11. Effects savings in storage and transportation costs through the operation 
of 12 GSA stores, located strategically throughout the United States for service 
to all agencies. This reduces transportation costs and eliminates the need for 
other agencies to operate stock warehouses. 


as Tuomas. You are including the armed services in your state- 
ment 

Mr. Mansure. That is so controversial that I did not put that in. 
Everything except the armed services. 

Mr. Puiturps. These figures that you gave us do not include the 
armed services yet? 

Mr. Mansure. No, sir. We have nothing to base our estimates on 
for the armed services. We do not know what they buy. For ex- 
ample, ov nonperishable foodstuffs we feel that centralized purchasing 
and the elimination of transcontinental shipping for all other agencies 
of Government would save $1,200,000 a year. 
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Mr. Puiturrs. I think the Veterans’ Administration are the ones 
that question that figure. 

Mr. Mansure. That is right. There was a misunderstanding. 
They thought that applied only to them. It is by bringing this all 
together for all agencies. 


PURCHASE OF SMALL ITEMS 


Mr. Puriutrs. Do you include in this common-use purchase all the 
little items, or do you have a minimum below which you do not go? 
For example, the Veterans’ Administration in purchasing food 
obviously authorizes the local purchasing unit, presumably, a hospital, 
to go out and purchase its persihable goods and green foods locally. 
I think they have an authorization to purchase nonperishable foods in 
small quantities locally. 

They presumably purchase some of their office supplies locally. I 
do not know. I am just guessing that they may, in small quantities. 
Would you want to say to an agency that everything must be pur- 
chased through you, or do you have a minimum purchase that they 
could make for themselves. 

Mr. Fiat ey. Under our regulations, and Mr. Snyder can talk to 
this further, we have a $25 floor to take care of just such cases as 
that. We attack the problem a little bit differently. We try to 
encourage people to establish cycle replenishment so they have defi- 
nite schedule requisitions coming into our operating units, which 
saves paperwork for them as well as preventing overstocking. Do 
you want to talk a little further to that, Mr. Snyder? 

Mr. Snyper. Mr. Chairman, perhaps I should say that the policy 
of the Congress as reflected in House Report No. 1224, 82d Congress, 
Ist session, relating to small purchases is the policy which is being 
followed by GSA, namely, that all contracts have a floor of $25, so 
that individual Government offices which need small quantities may 
purchase up to $25 without reference to GSA contracts or the stores 
operated by GSA. 


Suprpty ScHEDULE CONTRACTING 


Mr. Puiuuips. We will put page 81 in the record at this point. 
(The justification referred to is as follows:) 


Oprratinea Expsnsgs, FSS 


1. Supply schedule contracting 


Average employment 
Amount 
Department Field Total 
$674, 000 7 108.7 115.7 
—200 -0.1 —5.5 —5.6 


| 
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HIGHLIGHT 


“Term contracts are established for volume purchasing against which agencies 
can place individual orders, at uniform price advantages, for commodities and 
services of common-use, Wherever this method is advantageous to the Government. 
Savings from price advantages are estimated at over $30 million in 1955, with no 
change in performance costs.’”’ (From the budget for 1955.) 

This method of contracting is used: (1) When industrial distribution facilities 
are adequate to properly serve the numerous use points involved; (2) when items 
are noncompetitive; (3) when installation or supervision of installation by suppliers 
is essential to proper use of equipment; (4) when concentrations of agency instal- 
lations in a given area require common services; or (5) when price advantages 
accrue from this method. 

Purchases from Federal supply schedule, and similar local-service contractors 
during 1953 amounted to $311.2 million at estimated savings resulting from price 
advantages of $30.6 million. The slight increases programed for 1954 and 1955 
will proportionately increase savings. 


Justification 
1953 1954 | 1955 
Line items on schedules......-................--..-..--.--..-- 153, 547 154, 000 162, 000 
$4. 70 $4. 38 | $4.16 


The work unit is a line item in contracts awarded and amendments thereto, 
and includes all work in developing invitations for bid, analyzing bids, awarding 
and administering contracts, printing, and Government-wide distribution of 
schedules listing such contracts. 

Increases programed for 1954 and 1955, represent normal adjustments to 
keep contracts responsive to changing needs in the Federal service. he reduction 
in unit cost in 1954 reflects increased efficiency and economies realized from 
maximum elimination of half-tone illustrations from invitations for bids and 
schedules and other changes in format. The reduction in unit cost in 1955 
reflects transfer of 11 positions incident to the distribution of Federal supply 
schedules, amounting to $33,712, to the administrative management activity 
under the ‘‘ Administrative operations’’ appropriation. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See condensed green sheet schedule) 


Personal services and staffing, $499,700.—Compared to 5.2 percent increase in 
workload average employment decreases 4.8 percent. 

Other objects.—$174,100 includes $700 for travel, based on 35 days at $20 a 
day, for central office supervisory personnel and field officials administering 
existing contracts and ascertaining requirements for new ones; $156,000 for print- 
ing Federal supply schedules and invitations for bids; and $17,400, representing 
2.6 percent of estimate, for normal office expenses. 


PRICE ECONOMIES 


Mr. Puriures. You contend on page 81 that during 1953 you pur- 
chased in this group of items that we are talking about $311 million 
at a saving of $30 million, $30 million below what a non-Government 
purchaser would have bought it for, or $30 million below what these 
agencies would have bought it at if they had not bought it through 


u. 

Mr. Snyper. It represents the price advantages between GSA 
contract prices and the prices from other sources. 

Mr. Puriurps. What are the other sources? 

Mr. Snyper. Commercial sources. 

Mr. Puitures. That is hardly a saving because we get a Govern- 
ment discount no matter which agency buys it. 


a 
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Mr. Mansure. As a result of the large volume of purchase you 
have additional discounts that amount to a saving of $30.6 million 
on that amount of purchase. 

Mir. Puiturrs. Without a contract to supply a specified number of 
units? 

Mr. Snyper. If I may, I would like to explain the saving resulting 
from schedule contracts. This saving as used here—— 

Mr. Putuurrs. This $30-million saving? 

Mr. Snyper. Applies to schedule contracts only. If I may, I can 
explain it. 

Mr. Puitures. Yes, because in my mind I picture you are making 
a comparison with a commercial organization of some kind. 

Mr. Snyper. That is right. 

Mr. Puruures. But if you had not made this volume purchasing if 
the individual Government agency had made it, it would have had a 
discount under the commercial agency? 

Mr. Snyper. Not necessarily. In other words, the survey which 
we made demonstrates how this saving was compiled. 

In the first place, I might say that I think “savings” is a misnomer. 
I think “‘price economies”? would be a more descriptive term. 

Mr. Tuomas. You tell us how you arrived at that figure of $30 
million-plus. 

Mr. Snyper. We have three methods of supply: Federal schedules, 
which are term contracts; stores sales and consolidated purchases. 
We selected items from those three methods and had each of our 
regions throughout the country determine what would be the prices 
which would have to be paid by the Government if they were not 
purchased through these contracts 

Mr. Puituirs. By the Government? 

Mr. Snyper. By the Government agencies; that is correct. We 
reduced those prices to a percentage basis. I am speaking now only 
of Federal schedules. We found that the difference in the prices 
between items purchased from our Federal schedules and items pur- 
chased from commercial sources in comparable quantity was 9.8 
percent. 

Under our schedules the agencies purchase annually over $300 
million worth of merchandise. This percentage applied to those 
purchases produces the $30.6 million. 

Mr. THomas. How do you arrive at that $30.6 differential? 

Mr. Snyper. What we did was to determine the percentage that 
other prices are higher than GSA prices on the basis of nationwide 
sample shopping. Perhaps I can demonstrate it here better because 
we want to confirm that. 

Mr. Tuomas, One of your biggest items is automobile tires? 

Mr. Snyper. Yes, sir. 

Mr. Tuomas. Take that right quick. 

Mr. Snyper. I am speaking about the whole sehedule. I didn’t 
deal with any single item. To confirm our finding we examined the 
catalog of one of the principal mail-order houses. We selected these 
same items that we have under schedule contract. We then compared 
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those prices with our own contract prices, and found that the mail-order 
prices are higher than the GSA contract prices by 10.4 percent. 

The survey which we made nationally to determine in our way the 
price differential between commercial prices and GSA contract prices 
gave us an overall average of 9.8, nat regard this 10.4 as a substan- 
tiation. 

Mr. Tuomas. That is a retail price. 

Mr. Puiuurrs. I don’t see your point. That is the price that an 
individual can write in and buy an adding machine for. 

Mr. Yates. Could the Government agency go right to the manu- 
facturer? 

Mr. Puituirs. The Veterans’ Administration or GSA, the Military 
or the Interior Department, if they were buying for themselves, would 
go right to the manufacturer and get a discount, which I would sup- 
pose would be 10 percent. 

Mr. Tuomas. More than that. 

Mr. Yates. It is 25 percent on typewriters. 

Mr. Fuatiey. Mr. Chairman, I would like to speak to this for a 
moment. I think this is an overall average that Mr. Snyder is talking 
about. For example, in tires and tubes it runs a great deal more. 
The Government price for the popular 7.00 by 15 tires is in the neigh- 
borhood of 20 or 30 percent less than even a fleet operator here in 
the District of Columbia can get them for. Even the smallest agency 
of Government gets the full advantage of that overall price. 

Mr. Mansure. The smallest agency gets the same price as the 
biggest agency. 

i Txomas. We understand that you operate without a cent of 
profit. 

Mr. Mansvure. An agency which buys | tire through our contracts 
gets the same price as one which buys 1,000. 

Mr. Snypsr. Schedule contract items are not generally handled 
through GSA store stock. 

Mr. Tuomas. You are talking about your big contracts? 

Mr. Snypmr. Yes, sir; and the supplies go directly from the manu- 
facturer to the user. 

Mr. Puiturres. Any big agency of Government not buying through 
you and using a large number, or any reasonable number of these items, 
would get a discount? 

Mr. Snyper. These contracts are made for all the Government 
agencies, including the military. 

Mr. THomas. at are your big items in this schedule here: tires, 
automobiles, oil? What else? 

Mr. Snyper. Automobiles are not in the schedule. 

Mr. Puiuurps. Let me carry this one step further. You say you are 
buying for the little agencies. What you are asking us to do is to 
give you $673,000 in order to buy these items cheaper for a very few 
sma. encies? 

Mr. Snyper. No, sir. I regret I haven’t made myself clear. The 
contracts of which I speak—— ; 

Mr. Tuomas. Tell us what is in these contracts. 

Mr. Snyper. There are all types of office machines, office furniture, 
stationery, first-aid supplies—— 

Ps Tomas. What is the reason for not putting automobiles in 
ere? 
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Mr. Snyper. Automobiles are not purchased in this fashion. They 
are purchased under a special program where all the requirements are 
brought together and we go into the market for a specific number of 
automobiles at a time. In other words, automobiles in our opinion 
do not lend themselves to making the type of contract that I am speak- 
= here. This is a contract 

Mr. Tuomas. How many different manufacturers for adding ma- 
chines do you have in the country? 

Mr. Snyper. About five. 

Mr. Puiuures. When an agency of Government—we will exclude 
the little ones that buy 1 or 2 adding machines in a year, if that many— 
buys it gets a discount? If the larger agency buys them they get a 
discount? 

Mr. Snyper. They all get the same discount under schedule con- 
tracts. 

Mr. Fuariey. The advantage of the overall discount is passed 
on 

Mr. Putturps. They are not buying them through you. They go 
out in the open market and they get a discount. 

Mr. Fiatiey. They won’t get the same proportional discount in 
this general area. This entire schedule covers 105 commodity classi- 
fications which run from electric lamps through tires and tubes, offlce 
machinery, office supplies, various types of paints, hardware, and 
common miscellaneous items of custodial and janitorial supplies, the 
so-called repetitive items. 

They do two things. They prevent overstocking by all agencies of 
Government since the contracts are set up for prompt delivery, at 
very, very reasonable prices, at prices better than the local retail level 
and, in addition, we have the advantage of the potential of the 
Government purchasing power in that area contracted for at one 
source. 

Mr. Puitures. Mr. Mansure, if you are going to convince this 
committee that this program is worth $2 million to buy commodities 
for agencies that are entitled to at least a reasonable part of the dis- 
count that you can get, this will have to be considerably more detailed. 

Do you think this buying is worth $2 million? I took the traffic 
management out. 

mit Mansvure. You mean, on this part of the estimate or on 
what—— 

Mr. Putuuips. I am talking about the whole operation. I am 
speaking of the whole amount of $2,600,000, and I took out “Traffic 
management.” I am saying that $2 million is the amount you are 
trying to justify as the cost to the taxpayers of buying these items. 

Mr. Meptey. Mr. Chairman, the cost of this activity which they 
are speaking to now is only $674,000. There are other activities in 
this appropriation item which 

Mr. Puiturps. Yes. Personal property utilization, supply stand- 
ards, supply management, and so forth. I am willing to give you 

e time you niet but I wish somebody would get to a point of 
indicating how you are saving $2 million. Can you do it? 

Mr. Mansure. Starting on page 81—— 

Mr. Puiuurps. On page 81 you bought $311 million worth of stuff. 
By the way, Mr. Snyder multiplies this by 9.8 percent and comes up 
with $30.6 million. 
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Mr. Snyper. May I attempt to clarify it because I don’t think we 
understand each other. The contracts which I speak of are open-end 
contracts which are made by GSA for the benefit of all other Govern- 
ment agencies who have need for that type of material. 

Mr. Puruuies. We understand that perfectly. 

Mr. Snyper. These contracts provide for the procurement of from 
1 up to a certain number of items which are under contract. 

Mr. Puivurps. We understand that. 

Mr. Snyper. If the requirement is for a quantity larger than that 
specified in the contract, then we enter the market for specific quantity 
contracts for even larger discounts than we have here. 

Mr. Puiuurps. We understand that. 


ELIMINATION OF DUPLICATION OF ADMINISTRATIVE EXPENSE 


Mr. Snyper. If these contracts were not in existence, then each of 
the other agencies would have to duplicate substantially the same 
 sasran aig which we have gone through to acquire similar merchandise 

ecause if their requirement is above the open market limitation they 
must solicit bids, they must go through the awarding of contracts, 
and they must go through the placing of orders. 

Mr. Puriturrs. How much do you think it would cost the separate 
agencies to do that buying? 

Mr. Snyper. The last authentic information on the subject is that 
it costs agencies $10 per purchase order that is placed. I do not 
know how many million orders are placed. But the administrative 
cost of each agency attempting to make its separate contracts for 
common use items which are covered by these consolidated contracts 
would be many, many times the $674,000 which is asked to finance 
this operation. 

Mr. Tuomas. I would like to see it on one sheet of paper. It 
would be easy to do. Then we wouldn’t have to go through 12 or 
15 breakdowns here. They have a distinction in words rather than 
in substance in two forms of contract purchases, and it all amounts 
to the same thing. Then they have their supply stores. 

Put down on 1 sheet of paper the total you buy under each of your 
3 classifications, and there ought not be be but 2, whether you ship 
direct from the factory or whether the agent orders direct pursuant 
to you contract; then what you do in your stores with your total cost, 
subtotaled to each one of your activities. Then we can see it right 

uick. 
7 Mr. Yates. I thought he approached the fact we want when he 
stated that individual agencies purchasing these items would be com- 
elled to pay an average cost of about $10 for the administrative work. 
ut his answer was incomplete because we don’t know what the cost 
per order is through your agency. 

Mr. Puiurs. That was only the approach, however, as that was a 
figure which came out of the Hoover Commission report several years 

which showed that agencies were using a great number of in- 
dividual orders for items that cost a small amount of money and were 
buying them individually or in small quantities. That is what ran 
the figure up so high. The same sort of business management effort 
inside those agencies would have resulted in reducing the price per 
purchase. 
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But maybe Mr. Snyder can take a whirl at what Mr. Thomas is 
asking for and supply it for the record. 
(The material requested follows:) 


GSA Suppity Mernops 
SUPPLY SCHEDULE CONTRACTS 


This method of contracting is used when (1) industrial distribution facilities are 
adequate to serve numerous use points, (2) items are noncompetitive, (3) technical 
assistance by suppliers is required for use of equipment, (4) concentrations of 
agency installations in a given area require common services, (5) price advantages 
accrue. 

Contracts are awarded for indefinite quantities so that all Federal agencies can 
place orders direct with the suppliers. This avoids duplicative purchasing staffs 
at agency use points thus reducing administrative costs. By covering combined 
needs of Federal agencies the contracts offer lower prices than agencies could 
obtain on individual or small lot purchases for items and services of standardized 
quality. Orders are placed with suppliers by nontechnical personnel at thousands 
of individual use points and deliveries are made by suppliers to such use points. 


Purchases 
Orders placed by agencies during 1953 amounted to $311,200,000. 
Workload and costs of executing and administering contracts 


| 1953 


Line items on contracts 153, 547 


Savings 

Approximately 48 percent of the $311.2 million total would normally have been 
purchased in volume by agencies at essentially the same prices as those on our 
schedules. The remaining 52 percent, or $164.5 million, would normally have 
been purchases at thousands of use points in small quantities, in part from retail 
establishments and in part from wholesale sources. Based on our knowledge of 
agencies’ purchasing practices and allowing for usual retail-wholesale ratios it is 
estimated that agency prices on the latter purchases would have exceeded schedule 
prices by 18.6 percent. This factor is applied to the smaller lot purchase volume 
of $164.5 million to compute price advantages amounting to $30.6 million. 

In practice, the combined purchasing power is required to sustain the price 
advantages. 

2. GENERAL SUPPLY FUND 


(a) Direct delivery—Where definite quantity requirements are in sufficient 
volume and specific use points are known, agencies’ orders are consolidated and 
procurement contracts made for shipment direct from vendors to customer agen- 
cies, at minimum handling costs. 

(b) An average of over 9,700 individual common-use commodities in repetitive 
use are procured in volume for distribution as needed from GSA supply depots, 
thus avoiding multiple warehousing and distribution systems by the numerous 
agencies’ installations. 

Purchases 


{In millions] 


a) Direct delivery 


| 
| 
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Workload and costs of executing and’administering purchase orders 


1953 1954 1955 
Line items on orders placed....................-..--.-...--..- 436, 807 424, 350 441, 300 
inennnaddehes-cnbadedanscighnldhwaheuetrtahhaheqobatinaten $2, 070, 585 $1, 927, 000 $1, 942, 000 


Savings 

Price advantages are computed only on items which would normally be ordered 
by agencies is small volume and in effect represent the economies inherent in 
consolidating requirements which would otherwise be purchased in small quan- 
tities often at retail outlets at numerous use points. In practice, all issues of 
stock through the supply depots fall in this category. On the other hand, some 
direct delivery purchases would normally be made by agencies in volume thus 
narrowing the margin of price advantage. Full allowance for these variables 
are made in determining the estimated price advantages. This is clearly shown 
in the following estimate of savings which shows a decline in price advantages 
under the direct delivery category because of orders which would normally be 
placed by agencies in volume, notwithstanding an increased volume of sales: 


Estimate of savings 


{In millions] 
1953 1954 1955 


On page 81 you dropped off 11 positions which I calculate to mean 

that you dropped off 11 positions paying only an average of $3,065 a 

et It seems to me you have kept the chiefs and dropped a few 
ndians. 

Mr. Mupuey. The drop in average positions is 5.6. Mr. Daly, who 
works on Mr. Snyder’s staff, is here. I wonder if he could briefly 
supplement Mr. Snyder’s remarks. 

Mr. Puitties. Could you answer my question, first? I am read- 
ing from page 81. You transferred out 11 $3,065 clerks. 

r. JUMONVILLE. The clerks were involved in distributing the 
schedules, not making the contracts, so they were the low-grade clerks 
who were transferred out. 

Mr. Daty. I think there is one point that has not been brought out 
very clearly here on Federal supply schedules. It has not been ex- 
plained clearly that most of these contracts are made as a result of 
competitive bidding, and notwithstanding the fact that they are in 
bidding for indefinite quantities, these bidders, these commercial sup- 
pliers who bid for these national contracts understand when they get 
an award they are getting the entire business of the Government for 
that particular commodity. 

Now, if we should do away with this central purchasing program 
and make each agency make several separate contracts for these 
commodities, I think we would be losing the value of the buying 
power that we now hold. I think that is one point that has not been 
made clear to you. 

Mr. Pures. I think what it adds up to, Mr. Mansure, is that 
you have to do either more or less. I think you have to do all the 


i 
| | 
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buying on certain items or else there isn’t any particular point in 
building up your buying agency. Is that too strong a statement? 


PURCHASE OF ENVELOPES 


Mr. Mansvure. I think that is a correct statement. We have 
just taken over from the Post Office the purchasing of envelopes. 

Mr. Putuutrs. Is it a printing contract or manufacturing contract? 

Mr. Snyper. Manufacturing contract. At the present time printed 
envelopes are contracted for by the Post Office Department. It is 
a duplication to a degree of the type contract that I have just de- 
scribed. In other words, it is a contract from which the other agencies 
buy. That operation is being transferred from the Post Office 
Department to GSA, effective the ist of July. 

Mr. Patties. How much are you going to save? 

Mr. Snyper. It should save in the case of the Post Office, several 
employees. It is not clear because the operation is enmeshed in other 
purchase operations of the Post Office Department. 

Mr. Puritirres. How many employees do you have to add to take 
care of that additional load? 

Mr. Snyper. None. 

Mr. Mansure. The advantage of the Post Office changing over in 
an operation of that kind is very simple. They are buying envelopes 
and we are buying envelopes for all other agencies of the Government 
and there is no way of balancing the purchases of those envelopes out. 
So you have Government agencies competing with each other. Nor 
is there any way of placing that order during a slack period of opera- 
tion for the manufacturer. By buying through one agency we can 
level out these peaks and valleys of production for the supplier and 
allow him to produce as much as possible during the off season, thereby 
giving a lower price. 

Mr. Puiuurps. This is all a common garden variety type of buying 
ractice. But it seems to me that these other agencies must have been 
uying on some reasonably low basis on any comparison with your 

statement of the savings that you are making for them. You are 
either not involved in buying enough material or else the possibilities 
of savings are more limited than I thought. 

Mr. Mansvure. I just don’t follow what you mean by the “‘possibili- 
ties are more limited.” 

Mr. Paruires. You will take over the purchasing for the Post Office 
on its envelopes, which I would suppose would be a fairly large order. 
The total saving to the Government is going to be one clerk or so. 

Mr. Mansure. No. We don’t limit the savings to a clerk or so. 
We know that the consolidation 
“a Puiturs. You think it is going to save 2 clerks at the Post 

ce? 

Mr. Mansure. Perhaps, but the savings of personnel is incidental. 
It is the central control of the purchase of these items that counts. 

Mr. Yarsrs. Do you know whether there will be a difference in the 
purchase price of those envelopes? 

Mr. Mansure. We believe there will be when we combine both the 
Post Office needs and ours. 
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Trarric MANAGEMENT 


Mr. Puitups. We will turn to page 84. Place pages 84 and 85 in 
the record at this point. 
(The justification referred to follows:) 
OPERATING EXPENSEs, FSS 


2. Traffic Management 


Average employment 
Amount 
Depart- | Field Total 
—29, 700 —6.1 —0.8 —6.9 
376, 700 30.1 31.2 61.3 
HIGHLIGHT 


“To achieve economies in transportation of ar greys data on rates, classifica- 
tions, packaging and consolidations are furnished to civil agencies. Savings of 
almost $5 million are estimated for 1955 notwithstanding a reduction in perform- 
ance costs.” (From the budget for 1955.) 

Services are rendered to civil agencies and the general supply system of the 
Government on freight-traffic data, rates, packaging, operating methods and pro- 
cedures, classifications, and other technical matters to reduce transportation costs 
by utilizing maximum benefits of rates and services available under published 
tariffs. The activity also participates in negotiations for voluntary adjustments 
of otherwise lawful rates, charges, etc., and established policies and methods of 
shipping, and of securing adjustments of unreasonable or unlawful charges and 
services. 

Savings resulting from all three phases of the regular traffic program are esti- 
mated to increase from $4.6 million in 1953 to $4.7 million in 1954 and $4.9 
million in 1955. In addition, selected rate negotiations are expected to yield 
additional savings of $0.4 million per annum. 


Performance cost 


1953 1954 1955 
cnc 84, 624 125, 200 94, 800 
350, 424 406, 400 376, 700 


JUSTIFICATION 


(a) Service items.—Rates, classifications, and misceilaneous information pertain- 
ing to shipment of property by common carrier direct to shippers are ees to 
i 


agencies from centralized files maintained of freight tariffs and related publications. 
1953 1954 1955 

Service items performed -........-..-..-.---.-----.----------- _ 418, 000 464, 500 476, 300 
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“Service items’jinclude, but are not limited to, rates, classification ratings, 
routings, data related to packing methods, shipping practices, and other similar 
information furnished to an agency incident to shipping via common carrier, 
evaluation of bids, payment of transportation bills, and other purposes. 

About 80 percent of annual freight traffic can be economically handled 
by civilian agency personnel under policies and procedures promulgated by the 
“Management” subactivity. The remaining 20 percent, representing about 
1,100,000 items, requires services of professional transportation specialists, not 
generally available in agencies at their many shipping points, to achieve maximum 
economy. It is the objective of the ‘Service’ subactivity to progressively supply 
this specialized service to all civilian agencies in the field. During 19538, limited 
traffic service was provided in regional locations covering 418,000 items, or 38 
percent coverage. The budget for 1954 provides for performance of 464,500 items 
or 42 percent coverage. The estimate for 1955 is based on about the same staffiing 
and performance cost as 1954 and through increased efficiency proposes to increase 
performance to 476,300 items, or 43.3 percent coverage. 

(b) Management items.— Management includes (1) development and promulga- 
tion of policies and operational procedures on shipment of property; (2) continuous 
studies and analyses of current and proposed rates, routings, rules, and regula- 
tions of common carriers and their application to shipments of Government prop- 
erty in order to identify any practice which may result in excessive or unlawful 
costs; and (3) studies and research into practices and operations of the transporta- 
tion industry concerning cost of service as related to Government requirements. 


1954 1955 


Performance in man-years 15 15 
Unit cost } b $6, 573 $6, 573 


$98, 600 $98, 606 


No change is proposed in 1955 over the 1953-54 level. 

(ce) Rate negotiations.—Negotiations with common carriers for voluntary adjust- 
ment of rates, charges, classifications, and rules and regulations which, although 
otherwise lawful, result in excessive transportetion costs; or for special services 
not available under published tariffs at reasonable cost, where required. 


Performance in man-years 15 
Unit cost $6, 320 | $6, 320 $6, 320 


$84, 624 $125, 200 $94, 800 


Increase in 1954 over 1953 includes $10,176 for annualization of positions in 
basic staff and $30,400 for conducting rate negotiations in a selected area antici- 
pated to result in savings of $400,000. Estimate for 1955 provides for continua- 
tion of only the basic staff as the special 1954 project is scheduled for presentation 
to the Interstate Commerce Commission for regulatory action during March 1954. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See condensed green sheet schedule) 


Personal services and staffing, $356,300.—Provides for average employment by 
subactivity as follows: 


Subactivity | De | 
Depart- 


} 
F | Depart- | 
Field ment 


} ment | 


| 

| 1954 | 1955 
} 


(a) Service items 
Management items 
(c) Rate negotiations 


| 1988 | 
| 1953 | 1985 
| 1953 
| Inent Field 
11.0 18.9 | 7.4 26 | 6.1 25.2 
5.0| 10.0 5| 10.0" 5.0 
1) 140 1.0 
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Reduction in average employment in 1955 over 1954 is*due principally to com- 
pletion of development phase of the special-rate negotiation project in 1954. 

Other objects, $20,400.—Includes $4,400 for travel, based on 220 days at $20 
per day, and $16,000, representing 4.2 percent of estimate, for normal office 
expenses. 


PrerRsonaL Property UTILizaTION AND DisPosaL 


Mr. Puiuuips. Place in the record pages 88 through 92. 
(The pages are as follows: ) 


OPERATING EXPENSES, FSS 


3. Personal property utilization and disposal 


Average empleyment 
Amount 
Department Field Total 
$540, 400 17.0 77.8 94.8 
578, 900 18.8 84.8 103. 
HIGHLIGHT 


“Personal property declared excess to the needs of Federal agencies is screened 
to achieve maximum utilization within the Government and obviate new pur- 
chases. The residue is either assigned for donation to State institutions or sold 
as surplus. Economies resulting from these operations are estimated at $50.7 
million in 1955, as compared with $48.6 million in 1954, at a very modest increase 
in performance costs.’”’ (From the budget for 1955.) 

erves as the central point of Government responsible for achieving effective 
utilization of excess personal property. 

All executive agencies report excess personal property of high utilization poten- 
tial to GSA for screening and transfer to other agencies needing similar items, 
thereby achieving maximum utilization and substantially curtailing new pur- 
chases. Agencies are required to use such available excess property as their 
first source of supply. The remainder is disposed of as surplus under standards 
designed to protect the Government’s interest. Governmentwide policies, regu- 
lations, and precedures to improve the management, conservation, and operation 
of motor vehicles and other equipment are also developed. 

Liquidation and reorganization of agencies and programs and inventory reduc- 
tion and replacement programs in agencies resulted in an increase of more than 
three times the dollar volume of excess property reported in 1953 over 1952. 
Owing to budgetary limitations, this increase in workload necessitated extraor- 
dinary measures to accelerate screening of excess. The net result was an 
increase of more than double the volume of actions performed over 1952 at approxi- 
mately the same performance cost, although at a sacrifice in percentage of 
utilization achieved. 

During latter part of 1953, to cope with continuing increases in excess gen- 
erated, major exemptions in prescribed reporting requirements and an abbreviated 
screening procedure for certain categories of excess were developed. Notwith- 
standing these additional measures to limit incoming workload, revised estimates 
received in August 1953 from the military, the largest generator of excess, indicate 
that civilian-type high utilization value excesses of $534 million will be reported 
to GSA in 1954 and $428 million in 1955. (Estimates of excesses not reportable 
to GSA under existing exemptions amount to $2,026 million and $1,917 million 
in 1954 and 1955, respectively.) 

Funds aveilable for 1954 are inadequate to finance performance of this work- 
load even under the revised reporting requirements. Further exemptions will 
have to be granted with corresponding sacrifice of utilization. As far as possible, 
exemptions must be balanced against utilization potential in order to clear storage 
rp ae and yet avoid having one agency disposing items which another agency 
s buying. 
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Based on such balanced exemptions, the volume of new reports of excess from 
all agencies for 1954 is estimated at $449 million which, when added to the backlog 
at the end of 1953, makes a total 1954 workload of $508.1 million. Even with 
improved screening procedures only $315 million can be performed in 1954, 
leavin? a year-end backlog of $193.1 million. 

Estimate for 1955 contemplates continuation of tight control over incomi 
workload, increased performance to $330 million, and a backlog at year aa 
of $276.1 million. Y teauaine workload develops at these levels (and from 
recent statements from the Defense Department it appears that estimates are 
supplemental appropriation appears warranted to reduce the 

acklog. 

The seized and forfeited property and equipment management functions are 
continued in 1954 and 1955 at the 1953 level. 

Utilization transfers by GSA are expected to increase from $39 million in 1953 
at a cost of $512,240 to $50.7 million in 1955 at an estimated cost of $546,700, an 
increase of almost 30 percent in utilization at an increase of only 6.7 percent in 
cost. Proceeds from sales of surplus released by GSA, are estimated to increase 
from $10 million in 1953 to $15 million in 1955. 


Performance cost 


6) Seized, forfeited, and abandoned property actions________- 15. 250 15, 250 15. 250 
Equipment 32, 200 32, 200 32, 200 
d) Tort claims payable out of “‘current’’ funds__.........-.-- 2 


Total cost or estimate 


JUSTIFICATION 


(a) Excess property actions—Excess is reported by Federal agencies to the 10 
GSA regional offices, which arrange transfers for further utilization by means of 
direct agency contacts and systematized circularization, or other disposition. 


1954 1955 


Workload (in dollars): 


$30, 488, 000 | $103, 762,000 | $193, 062, 000 
oaks 305, 386, 000 | 449, 000, 000 413, 000, 000 

ek oe 335, 874,000 | 508, 062, 000 606, 062, 000 
Actions performed: —= 


die 38, 606, 000 48, 000, 000 50, 000, 000 
pO 134, 981,000 | 197,000, 000 205, 000, 000 


Total actions performed 


Performances (in units of 232, 112 315, 000. 

$497,000 | $192, 950 $531, 450 


The work unit consists of completed actions, expressed in $1,000 units. An 
action may be (1) ¢ utilization transfer to another agency, or (2) a disposal of 
excess by public sale, or by donation to non-Federal educational or public-health 
agencies or institutions qualifying under existing law. 

During 1953, actions were completed on $232.1 million of excess property 
leaving a backlog of $103.8 million at the year’s end. Exemptions from reporting 
of excess in effect by the beginning of 1954 have enabled GSA to extract from the 

ipeline property falling in newly exempted categories amounting to $44.7 million. 
istimates of new reports of excess during 1954 and 1955 are based on data obtained 
from selected civilian agencies and from Department of Defense. They reflect 
additional exemptions from reporting made late in 1953 and early in 1954. 
Governmentwide increases in excess generated in 1954 and 1955 will result prin- 


| 1953 | 1954 | 1955 
583,640 | 240,40 | 578, 900 
1958 | — 
«(232,112,000 | 315,000,000 | 330, 000, 000 
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cipally from (1) need in Department of Defense for warehouse space for more 
active items, (2) replacement of inventory by new defense procurement, (3) the 
policy of the President for more efficient property management, use of inventories 
and sales to liqi idate excesses, and (4) reorganization of agencies and programs. 

Increase in actions performed in 1954 and 1955, over 1953, is predicated on an 
estimate of the proportion of reported excess which will fall in categories subjected 
to abbreviated screening procedures. Backlogs at end of 1954 and 1955 reflect 
substantial increases above that at the end of 1953, even after allowing for further 
shortcuts in screening processes and additional exemptions from reporting. 

(b) Seized, forfeited, and abandoned property actions —Reports of property in 
this category are received from all Federal agencies; arrangements are made 
directly or by application to the courts for transfer to other Federal agencies for 
use; donations are made of spirits and alcoholic beverages to eleemosynary insti- 
tutions, and balances are released for disposal. 


Workload (in dollars): 
On hand beginning of year ; a $1, 687, 000 
Received during year = » 2, 500, 000 2, 700, 000 


Total to be performed 7 4, 387, 000 
Actions performed: 
Utilization transfers 586, 000 . 700, 000 
Released for disposal 2 500, 1, 650, 000 
Released for donation 73 b 150, 000 


Total actions performed , 2, 500, 000 
On hand end of year : , 387, é 1, 887, 000 


Performance (in units of $1,000) 4 2, 500 
Unit cost $6. 10 


Functions are carried out by a basic staff of 3 employees, at the same perform- 
ance cost for the 3 vears. 

(c) Equipment management.—GSA’s responsibilities in this field cover develop- 
ment and administration of governmentwide policies, regulations, and procedures 
for identification and registration of motor vehicles; preventive and corrective 
maintenance programs; motor equipment replacement standards; minimum 
driver standards; prevention of abuse or misuse of the Government’s motor fleet; 
compilation of the Annual Motor Vehicle. Report; and furnishing agency officials 
and legislative committees comprehensive data on Government fleet operations. 

Interdepartmental motor equipment committees are sponsored by GSA through- 
out the country and in Alaska for broad dissemination and exchange of technical 
and management information with respect to fleet operations. In connection 
therewith, annual motor vehicle seminars are held at which engineers and tech- 
nical personnel from industry present latest management and operating techniques 
and assist in solution of specific problems. Technical advice and assistance are 
furnished to staff representatives of numerous executive agencies, the legislative 
branch and to Bureau of the Budget examiners over a wide area of operation and 
management. Close liaison is maintained with Department of Defense to pro- 
mote greater uniformity and standardization of activities in areas covered by 
GSA regulations. These functions are not susceptible to workload measurement; 
accordingly, performance is stated in man-years, as follows: 


1953 1954 1955 


Performance (in man-years) 5 5 5 
Unit cost $6, 440 $6, 440 $6, 440 


$32, 200 $32, 200 $32, 200 


As result of progressive development in and economies made from GSA motor- 
pool operations at several locations during 1953 the regular program vehicles 
of GSA have been brought into pools in all regions. Other special program 
vehicles will be transferred to the pools later in 1954. Plans were abandoned 


| 
| 1953 | 1954 | 1955 . 
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in 1953 and again in 1954 for development of pilot interagency motor pools 
because of budgetary limitations and no provision is made therefor in 1955 
estimates. However, an experiment is being conducted in Denver which should 
show the feasibility of interagency pools. 

Provision is made in 1955 for handling only the most pressing responsibilities 
outlined in the preceding paragraph. Demands with respect to several of those 
responsibilities are steadily increasing. For example, the subcommittee of the 
House Appropriations Committee, in its report on the first independent offices 
appropriation bill for 1954, directed the Bureau of the Budget, in cooperation 
with GSA, to survey the automobile situation with a view to effecting the transfer 
of cars now in possession of agencies not requiring them to agencies where there 
is a real need. 

The significance of responsibilities and objectives of this small centralized 
function can be brought into better focus by realization that the Government 
owns and operates in the United States, its Territories and possessions, more than 
300,000 units of standard commercial motor equipment. The average yearly 
operations and maintenance cost of this fleet is approximately $150 million 
(inclusive of military owned commercia! vehicles but excluding tactical or ord- 
nance type vehicles). A normal year’s operation for such a fleet exceeds 1.5 
billion miles. A reduction of one-half cent per mile in operations alone would 
produce an annual savings of $7.5 million. 

Thus, any general reduction in the fleet or in operations through improved 
methods or utilization will produce substantial economies. 


Explanation of distribution by objects 
(See condensed green sheet schedule) 


Personal services and staffing, $521,200.— Distribution of positions tollows: 


1953 1954 


Depart- Depart- 
ment Field ment 


(b) Seized, forieited, and abandoned actions 
(c) Equipment management 


The 9 additional positions requested for excess property actions in 1955, 
consisting of 7 clerk-typists and 2 utilization officers, are required to aid in 
achieving a $15 million increase in actions performed over 1954. 

Other objects, $57,700.—Includes $14,800 for travel based on 740 days at $20 
per day to provide minimum number of face-to-face contacts by regional per- 
sonnel to foster utilization by other agencies, to arrange surplus sales, and to 
sponsor interagency meetings; $16,500 to reproduce circulars describing excess 
property and sales brochures; and $26,400, representing 4.6 percent of estimate, 
for normal office expenses, 


Suppiy STANDARDS 


Mr. Putuurps. Put in pages 94, 95 except the chart, and 96. 
(The pages follow:) 


OPERATING ExpENsEs, FSS 


4. Supply standards 


Average employment 


Depart- 
ment 


60.2 
—1.3 


58.9 


41872—54—_-pt. 2-22 


| 1985 
(a) Excess property actions... sens? 12 79 | 12 75 4 82 
17 a2 | 19 | 85 
Amount | _ 
| | Field | Total 
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HIGHLIGHT 


“Satisfactory standards of quality and other characteristics of common-use 
commodities are established by developing specifications which establish standards 
of quality, types, sizes, and varieties of items, and by qualified products lists, for 
mandatory use by Federal agencies. For 1955 provision is made for 655 specifica- 
tions and 35 standardization projects, an increase of 15 percent over 1954, at no 
increase in performance costs’’ (from the budget for 1955). 


Performance cost 


1953 1954 1955 
‘a) Specifications promulgated...................-....-.-----. $199, 068 $93, 900 $93, 900 
6) Interim Federal specifications...................-..----..- 107, 439 177, 810 177, 810 
6) 68, 000 91, 890 91, 890 


JUSTIFICATION 


(a) Specifications promulgated.—Federal specifications for mandatory use by 
agencies establish standards of quality and other characteristics to assure that 
commodities procured by the Government give maximum serviceability at mini- 
mum cost. conomies accrue not only to the Federal Government, but also to 
local governments which utilize Federal specifications as a guide to their require- 
ments. 


1953 1954 1955 
$199, 068 $93, 900 $93, 900 


The work unit of specifications promulgated consists of either 1 new specifica- 
tion, 1 major revision, or 5 amendments. 

The decrease in number of specifications in 1954 from 1953 reflects shift in 
emphasis to the less costly producticn of interim Federal specifications. (See (6).) 
During 1955 production of specifications promulgated will be increased one-third 
without increasing costs, due to increased efficiency in operations, and because 
conversion of each interim Federal specification now in the pipeline to a Federal 
specification, requires less coordination and processing than that required for 
production of a completely new Federal specification. 

During 1954 and 1955 greater emphasis will be placed on review and bringing 
up to date of existing Federal specifications. 


(b) Interim Federal specifications 


1953 1954 1955 
246 416 455 
$107, 439 $177, 810 $177, 810 


The work unit for preparation of an interim Federal specification is the entire 
operation of selecting, reviewing, revising, and converting a departmental, 
technical society or industry specification to an interim Federal specification. 

Production will be increased in 1954 over 1953 by approximately 69 percent, 
with a further increase in 1955 of 9 percent over 1954. Increased performance in 
1954 can be attributed in part to implementation of the assigned-agency method 
of preparing specifications, instituted in 1953 to accelerate production and reduce 
costs; to assistance by technical societies in review and modernizing existing 
specifications; and to conversion of military and civil departmental, technical 
society, and industry specifications to interim Federal specifications. 
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(c) Standardization projects 


1953 1955 


Standardization projects 20 30 35 
Unit cost $3, 400 $3, 063 $2, 625 


$68, 000 $91, 890 $91, 890 


The unit of work measurement is defined as standardization of a group of items 
or objects which fill the same general need. 

During 1953, 20 common-use commodities were standardized to realize savin 
through elimination of unnecessary and wasteful types, sizes, and vavieties. Tn 
1954, 30 standardization projects are programed. It is proposed to increase per- 
formance in 1955 to 35 projects at no increase in costs, through improved pro- 
cedures and work rates. 

(d) Tire-testing program.—Program was initiated during 1951 to establish per- 
formance standards for vehicular tires which would produce savings estimated at 
20 percent of the annual cost of tires. 


Performance cost 


Only 50 percent of funds requested for 1953 were appropriated. Accordingly, 
the Bureau of Standards was instructed to discontinue testing when such funds 
were exhausted. In view of congressional opposition to Federal financing of this 

rogram, funds originally included in the 1954 budget were eliminated. Negotia- 
ions are under way with tire manufacturers to determine a mutually acceptable 
basis for qualification tests and a basis for financing the cost of such testing. In 
view of the foregoing, no funds are requested for 1955. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See condensed green sheet schedule) 


Personal services and staffing, $328,500.— As compared to a 15 percent increase 
in performance in 1955 over 1954, average employment decreases 2.2 percent. 
ther objects, $35,100.—Includes $1,000 for travel based on 50 days at $20 per 
day to obtain technical information directly from manufacturers and to attend 
meetings of technical societies; $28,500 for printing of specifications and related 
documents; and $5,600, representing 1.5 percent of estimate, for normal office 
expenses. 
TIRE TESTING PROGRAM 


Mr. Puiuurrs. How are you doing since you don’t have any more 
tire inspection? 

Mr. MacLeop. Not very well, Mr. Chairman. 

Mr. Mansure. Report to the committee the wear and use that we 
have found in the quality of first line tires. 

Mr. MacLeop. en we started we ran a series of tests on tires 
produced before January 1952. It indicated on a particular size, 
from each of 16 plants, the tire tread service mileage varied from the 
poorest to the best a range of four times. In other words, if the 
worst one was a 10,000 mile average, the best was 40,000 miles. 

Mr. Putuups. This committee’s contention, as you will remember, 
was that what you should do is just fire the tires back to the manu- 
facturer until he began to give you a good test and good tires. Can’t 
you do that? 

Mr. MacLeop. It is very difficult without uniform comparison 
because we have no basis—it makes it impossible for us to reject 
the item, in fact. 


Performance 
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Mr. Putiiips. What happened in the Bureau of Standards? 

Mr. MacLeov. They were doing the testing for us. Tests were 
discontinued after we used the $64,000 that was appropriated for a 
half year in 1953. 

Now, the point that has been impressive to us is that at the time 
we discontinued the actual testing, we had improved the service- 
ability of tires to a ratio of 3 to 1, from the poorest to the best, and 
increased the expected serviceability from about 28,000 average miles 
in the first series of tires we tested to 38,000. 

Mr. Putuures. You are a very persuasive witness, Mr. MacLeod. 
Do you have any money in this budget for it? 

r. MacLuop. There is no money in this budget for it. 

Mr. Fiatitry. This committee charged GSA with getting the 
manufacturers to put up the money for any further tests, particularly 
in the road-testing area. We have been completely unsuccessful to 
date in getting the industry to make such contributions. 

There is no standard road-test procedure in this industry. It is 
one of the technical bones of contention. 

Mr. Puriures. That raises a very interesting question. Suppose 
we said, ““Now, we're going to buy tires. We want to test tires. 
We think this program is not a matter which should be paid for by 
the Federal Government. We think that either the tire producers 
should test their tires, or that they should combine in a sort of 
common-purpose tire-testing program which, if you all pay for it, 
will cost each of you a very small amount of money, and naturally 
you will just add that to the price of your tires.” 

That would cost us less than any other method. Wouldn’t they 
listen to an argument like that? 

Mr. Fuiatiey. We have been trying to get them to listen to such 
arguments for years, Mr. Chairman, but apparently the industry 
recognizes certain technical features concerning their products that 
vary between manufacturers. For instance, one will emphasize long- 
wearing qualities. Another will emphasize riding comfort. Suc 
things as those contribute to varying types of production. 

Mr. Puiuurrs. That wouldn’t change the actual situation any be- 
cause you would have the standards—if Mr. MacLeod still had his 
laboratory, he would have the standards that he was testing for. 

Mr. Fuiatiey. That is what we were trying to develop, Mr. 
Chairman. 

That is what the military has tried to develop for combat tires. 

Isn’t that correct, Mr. Macleod? 

Mr. MacLeop. Yes. 

There is one point, Mr. Chairman——— 

Mr. Paruips (interposing). What happened to the rubber-testing 
program that the RFC was carrying on? They tested tires under 
that. That was road wear. That was mostly synthetic rubber. 

Mr. Frarzey. It was synthetic and applied principally to combat 
tires for the military. 

Mr. MacLeop. The tire testing program of RFC was for the 
purpose of testing tires made in the development of synthetic com- 
pounds. Its road-testing work is now being performed by the Arm- 
strong Tire & Rubber Co. under contract. 
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COMMITTEE POSITION ON FINANCING OF TIRE TESTING 


Mr. Purturres. You don’t think you could go to the tire company 
and tell them that you have an awfully tough committee down here 
that you can’t do anything with and you are not responsible for this 
proposition that you have to make to them, but that you are going 
to set up a tire-testing laboratory, that you have to do that, and that 
it will cost so much per year and the committee says you caa only 
consider purchasing tires from the companies who help contribute to 
the tire-testing laboratory? 

Mr. Fuiartey. We are delighted to have you put that in the record. 

Mr. Puiwuirs. You can tell them this committee is not going to 
have you buy tires and then have them wear out, with a variance of 
4 to 1 in wearing qualities, and we are not going to undertake to 
finance the responsibilities of the tire manufacturers. 

When they say, ‘‘What does the committee know about this?” you 
can say, “The chairman of the subcommittee used to work for the 
B. F. Goodrich Co.,”’ so they’d better think pretty fast in the answer 
they give you. 

Mr. Fuatriey. Thank you very much, Mr. Chairman. We appre- 
ciate that. 

QUALITY OF CLEANING SUPPLIES 


Mr. Puiturrs. Coming back to something that we had yesterday, 
and which isn’t at all clear to the committee—I don’t know who will 
answer it, but I speak of this business of purchasing cleaning materials. 
In this inspection of the buildings, which was made by the Building 
Owners and Managers Association, many of the inspectors in the 
different buildings commented on the poor quality of the soaps, the 
wax, and so forth, that was being used, and particular emphasis was 
laid on the Pentagon right here in Washington. Whose responsibility 
is that? 

Mr. Snyper. The cleaning fluids which are used throughout the 
buildings are purchased by GSA and are issued as required on requi- 
sition from our store stock. 

The quality is determined basically by the specifications of the 
commodity. We buy these commodities under given specifications. 
Each commodity is inspected for compliance with the specifications 
before it is delivered to these stores. If it requires a laboratory test, 
physical test, or any other type of test, it is resorted to before the 
merchandise is accepted and put into stores. 

Mr. Putuurpes. Could the Public Buildings Service specify a certain 
kind of wax, we will say, because that has been mentioned by name, 
and say that they want that kind of wax? 

Mr. Snyper. No, sir. That would be a proprietary item and to do 
so would eliminate competition. 

Mr. Puruures. Then you are responsible for the poor quality? 

Mr. Snyper. No, sir. If we go into the market for an item which is 
described by specification and the Government agencies have agreed 
that that specification will give them the quality of merchandise 
that they need 
~ Mr. Putuurrs. They can’t agree with that, because the stuff gums 
up the machines they put it in. 

Mr. Mansvure. Who would they complain to? 
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Mr. Snyper. The Public Buildings, first. 

Mr. Mansure. Who would they complain to? 

Mr. Snyper. To Federal Supply Service. 

Mr. Puurrs. Then, the fault lies in the supervisory area of Public 
Buildings Service. 

Mr. Snyper. If the merchandise is not proper for the purpose for 
which it is being used but complies with the specifications which were 
used in its pa, ty then the fault will lie with the specification. In 
other words, if the merchandise complies with the specification, and 
the specification has been agreed to by the Government agencies as 
producing a quality of merchandise that will do their 

Mr. Puiiurrs. Too many “if’s.”” What I want to know is, who is 
responsible for poor material complained about by the inspectors who 
went in all the buildings. 

Mr. MacLegop. My name is Willis MacLeod, Director of Standards, 
under which the specifications and inspection and testing work is 
done. First, we develop our specifications based upon the best advice 
we can get from the suppliers and technical groups and Government 
agency personnel. Those specifications cover the qualities of materials 
and the test methods by which the quality is determined. 

Mr. Puiuurrs. Do you try them out? 

Mr. MacLxop. Yes. We run both field and laboratory tests. We 
use tests made by the suppliers themselves. We go through a very 
extensive development to establish a reasonable level of quality and 
serviceability for the items we buy. 

Mr. Puruuies. Then, what have you to say about the unanimity of 
opinion that it is poor stuff? 

Mr. MacLeop. Take the case of wax. We have been consulting 
with 25 wax manufacturers on that subject for several years. More 
recently they have agreed upon a standard of quality and serviceability 
based upon a standard sample which we compare on the floor in five 
different areas as a practical test of the quality of the wax. 

We have found on a test in New York on half a million square feet 
of floor that-that particular wax is standing up much better than we 
originally expected. For example, standard wax shows a general 
overall price serviceability factor of 2% times better than a higher- 
priced wax and 4 times better than a medium-priced wax. 

Mr. Putuurrs. Are you trying to say that the PBA people don’t 
know how to use it? 

Mr. MacLeop. No, I amnot. Asa matter of fact, I am a little at 
a' loss to understand the comment. 

Mr. Mansur. Have you had a complaint from the Public Build- 
ings people about the wax that has been used in the Pentagon? 

Mr. MacLzop. No. As a matter of fact, they say it is superior to 
any wax they have ever used, and they have been a participant in 
this entire specification. 

Mr. Mansure. The supply people did not know about this diffi- 


oulty. 

Mr. Purturs. I find it a little difficult to disregard the comments 
in the building managers’ report. 

Mr. Mansure. I mean the complaint has to be carried back for 
investigation, which should have been done. 

Mr. Putuurps. It sound to me like the difficulty has met an impasse 
in the supervisory service of the Public Buildings Service. 
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INSPECTIONS 


Mr. Puruuies. We will put in pages 99 and 100 on inspections. 
(The pages are as follows:) 


OpreRATING FSS 


5. Inspection 


Average employment 


Depart- 


Field ’ Total 


HIGHLIGHT 


“Delivery of commodities of specified standards is ensured by lot and plant 
inspections, laboratory tests, and analysis of samples prior to acceptance. Tech- 
nical inspections of equipment declared excess by other agencies are made to 
determine the exact nature and condition in order to foster effective utilization” 
(from the budget for 1955). 

During 1953 a limited program was carried out in regional offices on inspection 
and testing of material and in inspection of excess property. Plans for substantial 
expansion of coverage to provide regular periodic inspections at principal sources 
of supply, and for increased excess property workload were deferred in 1954. 
The estimate for 1955 continues the limited program for inspection and testing of 
schedule contract material but restricts inspections of excess property to cases 
where technical competence is required to determine characteristics of the excess 
item, and eliminates excess property identification. 


Performance cost 


(a) Inspections 
6) Tests 
c) Excess property identification 


Total cost or estimate 


JUSTIFICATION 


The 3 functions of this activity are not measurable by the same workload 
unit. Accordingly, each is discussed separately. 


(a) Inspections 


1953 1954 1955 


5, 934 
$8. 50 


6, 400 
$8.35 


7, 500 
$8. 29 


$50, 442 


$53, 500 


$62, 200 


Inspections are made of materials supplied under Federal schedule contracts. 
These include plant facilities of a contractor, where there is question as to his 
ability to produce the quality and quantity of material specified in the contract, 
and where complaints on quality of material supplied under a contract are 
received from customer agencies. Generally it is the responsibility of receiving 
agencies to reject deliveries not in accord with contract specifications. Inspections 


Amount 
§ ment 
1953 1954 1955 
$50, 442 $53, 500 $62, 200 
55, 154 34, 800 34, 800 
118, 246 115, 200 97, 000 
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are also made of excess personal property where technical information is necessary 
to determine usability of property by other Government agencies. During 1953 
some 5,934 inspections were made. Programed increases of 466 inspections in 
1954 and 1,100 inspections in 1955 reflect additional inspections arising from 
expanding personal property utilization and disposal program, and to some 
extent for additional schedule contracts, 


(b) Tests 
! 
| 1953 1954 1955 
| 1,741 1, 290 1, 350 
Performance cost. $55, 154 | $34, 800 $34, $00 
| 


Laboratory tests are made on samples submitted by bidders prior to award of 
Federal schedule contracts, on control samples of material being delivered, and 
on items on which there is a question as to its compliance with contract specifica- 
tions. Some tests are also performed on excess personal property to determine 
quality characteristics which affect its usability. 

Reduction in tests to be performed in 1954 as compared to 1953 conforms with 
the policy for limiting inspection controls under Federal schedule contracts to 
marginal operators. The slight increase programed for 1955 will be absorbed 
without additional funds by increased efficiency anticipated from recently estab- 
lished GSA laboratories. 


(c) Excess property identification 


| 1953 | 1954 1955 


Assistance of a nontechnical nature rendered by inspectors during 1953 and 
1954 to foster utilization of excess property will be discontinued in 1955 and the 
work absorbed by the personal property utilization and disposal activity. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See condensed green sheet schedule) 


Personal services and staffing, $83,700.—For 15 positions in 1955, a reduction of 
3 below 1954, provides 4 in the central office for the development of work per- 
formance standards in inspection and of testing methods and procedures for GSA 
laboratories and 11 in the field for performing inspections and tests. Distribution 
of positions follows: 


1953 1954 1955 


Depart- Field a Field Depart- Field 


2 
Tests 3 
Excess property identification 


nmr 
awa 
wow 


5 “4 4 4 4 ll 
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Other objects, $13,300—Includes $6,500 for travel by department personnel 
{50 days at $20 per day) and by field inspectors (367 days at $15 per day) ; 
$1,000 for rental of vehicles from GSA motor pools; $1,800 for tests by Govern- 
ment or commercial laboratories ; and $4,000 representing 4.1 percent of estimate, 
for normal office expenses. 

Mr. Pues. Tell me about a very interesting statement that you 
make on page 99: 

Inspections are made of materials supplied under Federal schedule contracts. 
These include plant facilities of a contractor where there is a question as to his 
ability to produce the quantity and quality of materials specified in the contract. 
How did he get the contract, in the first place? 

Mr. Snyper. Contracts are awarded on a competitive basis. If 
there is doubt as to a bidder’s ability to perform, his ability to per- 
form financially and manufacturingwise prior to the award—— 

Mr. Putuirs. It would seem to me you would have found that out 
before you gave him the contract. 

Mr. Snyper. It isn’t always possible to inspect in advance all the 
facilities of the potential suppliers. 

Mr. Puttirs. Coming back to page 94, we had some interesting 
testimony a day or two ago—— 


COMPARISON OF PUBLIC AND PRIVATE BUYING 


Mr. Mansvre. One answer I want to make in relation to page 99 is 
that under Government purchasing the Government has to place the 
contract with the lowest responsible supplier. In private industry 
you do not have to do that. 

Mr. Puiuirs. You mean, we have imposed upon you a restriction 
that irrespective of the quality of the material and the ability of the 
contractor to furnish that, you have to—— 

Mr. Mansvure. No, after they make the bid the low bidder gets 
the—— 

Mr. Yates. It is the lowest responsible bidder. 

Mr. Puurs. It ought to be. 

Mr. Mansure. You have no sure way of knowing that. In private 
industry you can purchase on the reputation of a supplier without 
letting anybody else bid, if you want to. In public purchasing, you 
cannot do that. If you did, your constituents and everybody else 
would be after you immediately saying that we had eliminated them 
from bidding on Government business. 

In my former business I didn’t have to take a bid from anybody that 
T didn’t want to take a bid from, and no one could complain about it. 
Therefore, the Government is placed in the position of inspecting 
many sources of supply after we place the business in order to make it 
fair for everyone to deal with the Government. 

Mr. Yates. Presumably he is a responsible bidder, 

Mr. Mansure. We have any number of responsible bidders. We 
have one of the largest manufacturers in the country who is shipping 
inferior merchandise to one of our regions. He is a Chicago manu- 
facturer, by the way, and a very reputable one. We had no way of 
knowing. It just developed. We have to go in and find out what 
happened and reject this merchandise. 

r. Yares. Is this the type of manufacturer that you might give 
a contract to if you were still in private business ? 
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Mr. Mansvre. Yes, sir. ; 

Mr. Yares. The distinction isn’t between private enterprise and a 
Government enterprise? 

Mr. Mansure. That is how that develops. We are more susceptible 
than in private business. : 

Mr. Yares. How will an inspection after the fact show this? You 
can take a look at his factory and he might have the best factory in 
the world, but he could still send inferior merchandise. 

Mr. Puuuirs. You can reject the merchandise? 

Mr. Mansure. Yes. 

Mr. Yates. What good will an inspection do? 

Mr. Pritts. I don’t think an inspection would be any good, but 

ou could return the merchandise or write to him and ask him to sell 
it to you for what it is worth. 

Mr. Yates. In private business the purchaser comes to you. 

Mr. Putuies. r was referring on page 99 to the fact that they in- 
spected plants. I see the point that there is a difference between 

rivate and public buying certainly on that point. But I still don’t 
ow why you just don’t reject the material and put the burden on 
the producer. 
DELIVERIES TO NUMEROUS POINTS OF USE 


Mr. Mansure. One reason why you i can’t do that after you 
have placed the contract is that the a ier still has to deliver to the 
many other agency use points from which orders are placed. If we 
get ourselves tied up for a period of 6 months or a year and then are 
not able to supply the various departments in Government, that makes 
a very critical situation in some cases. 

For example, a while ago when there was a great shortage of office 
furniture we had that same problem. It was before my time. We 
placed the business with very small manufacturers. We will take a 
specific case, office desks. One firm was the low bidder. We had no 
positive way of knowing whether they could supply those desks and 
we had to have them. at was one specific case hes that inspection 
had to be made. It was in Kansas or Missouri, which is not a fur- 
niture-making area. 

Mr. Yates. In ogee business you get a Dun & Bradstreet report 
to see if he could supply it. Can’t you do that in Government 
operations ¢ 

Mr. Meptry. We do, but notwithstanding the apparent financial 
ability of the manufacturer to perform, the situation as Mr. Mansure 
outlined does develop. 

Mr. Puirs. Is there any provision in the contract that they have 
to reimburse you for any costs involved in anything of this kind? 

Mr. Snyper. On the merchandise—— 

Mr. Only merchandise? 


EXAMPLE OF INSPECTION 


Mr. Snyper. Perhaps I can illustrate the problem here. Taking 
Mr. Mansure’s illustration of office furniture, when steel furniture 
could not be purchased we had to contract for wood furniture. We 
entered the market for approximately 10,000 wood desks. We had 
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specifications and all the requirements in the bid invitation. There 
might be 100 firms bidding on that business. Some of the firms may 
have been manufacturers of radio cabinets. They were seeking to 
convert from their present industry to desks. 

Mr. Pumas. We had some of those desks on the Hill, but I think 
that was before Mr. Yates got here. 

Mr. Yates. I have fallen heir to the antiques, though. 

Mr. Snyper. A bidder may offer a desk which meets our specifica- 
tions and delivery terms. Everything on paper may look all right. 
Before we will award a contract to that firm and be sure that it could 
make the quality merchandise that we had in mind, an inspector would 

o to his plant to inspect the plant to see if he was equipped and had 
fhe ekilled labor to make the merchandise. If he was all right, the 
award would be made to him. 

Mr. Purures. That sounds reasonable, but I have read this to mean 
that you gave him the contract and when you found he couldn’t make 
the contract you went out to inspect him. 

Mr. Frater. I think there is a little bit of confusion over the 
contractual relationship. We are still in the area of open-end con- 
tracts, which are scheduled contracts. Under that, General Services 
makes the basic contract. Our relationship is between the producer 
and our customers. Every agency in Government can, under those 
contracts, send an order to that manufacturer, which complicates the 
contractual relationship. 

With regard to some manufacturers who have national reputations, 
at smaller locations there is a tendency on small shipments; maybe 
it is packed poorly, maybe it arrives poorly, or maybe they did not 
take enough care, even on large orders. it is in that area that we 
need these inspectors to go in and see what they are doing to fulfill 
orders under our basic contractual arrangements. 

Mr. Yates. Shouldn’t the inspection take place at the conclusion 
of the delivery? You are not interested in the desk at the plant; 
you are interested in its condition upon delivery. 

Mr. Fiatiey. That is correct, but in a lot of these commodities, 
such as paint, soaps, and chemicals of one kind and another, visual 
inspection is not enough. It is in that particular area that we need 
to make these plant inspections to see that the Government is getting 
its full value. 

Mr. Yates. Cannot the Bureau of Standards conduct tests for you 
for products of that type? Wouldn’t it be still a lot cheaper than to 
have somebody make an inspection ? 

Mr. Fiatiey. But, for example, the Bureau of Plant Industry, 
which is conducting some small experiments down in Virginia doesn’t 
have the facilities to examine that merchandise in detail when they 
receive it. 

We have to check up on these contractors, with good reputations or 
or not, and see that the Government gets its full value. 

_ Mr. Yates. I agree with you; you have to check up. The question 
is, where should the checkup occur? It seems to me that if you have 
a contract for the delivery of a certain specified item, if they do not 
deliver that item, then you have recourse against the manufacturer. 
Why do you need an inspection to make sure that they deliver that 
item, unless it be a case where time is of the essence. in which case you 
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might need an inspection? If time is not of the essence, then can’t 
the inspection be made on delivery ¢ 


MULTIPLE DELIVERIES ON SUPPLY SCHEDULE CONTRACTS 


Mr. Extiorr. On a schedule contract of the type that Mr. Snyder 
expounded, we may have 1,000 different deliveries to different points 
all over the country, 2 or 3 desks here and 2 or 3 there. We are getting 
low bulk price, but we do not get bulk delivery. 

Captain Doakes at an Air Base at Alameda, Calif., isn’t a furniture 
expert. He can’t tell about that. As a matter of fact, if we sent 
inspectors to all of those delivery points and inspected every 1 or 2 
desks that came up, our cost would be tremendous. 

In this way we make a plant inspection, have one inspection to see 
on a trial basis that the firm is manufacturing properly and has 
adequate material and processing controls. 

r. Yates. Mr. Elliott, don’t you have regional offices all over the 
country with inspectors in those offices, and is not the delivery made 
within one of those regions? 

Mr. Etxiorr. No, it is made within the geographic area of those 
regions. 

r. Patuures. I think you will find in any industrial production, 
as well as in any commercial production like this where a great 
pgm | is involved to be shipped at various points, the buyer is very 
apt to have an inspector at the point of production to catch them 
there before they go out. 

T have an idea that that, modified perhaps by what we will call the 
fact that it is the Government buying rather than private industry, 
about describes the present situation in the GSA, don’t you think ? 

Mr. Mansvre. It is the multiple shipment problem. 

Mr. Yates. Then your inspection occurs at the plant. Is there an 
inspection at the delivery point? 

Mr. Frater. In several instances where the individual agencies 
have the facilities, yes. But in a lot of other agencies, as Mr. Elliott 
explained, like the airbase where there is no inspector available, there 
cannot be anything other than visual inspection for damage in ship- 
ment. 

Mr. Puiiiirs. You have the point of usage. You get the item and it 
doesn’t work. Then somewhere back up the line it comes to Mr. Flat- 
ley or Mr. Snyder to whom the using agency is going to complain about 
it and you are going to have to argue it out with the manufacturer. 
I think that is a fairly normal way to handle it. 

Mr. Yares. If Marshall Field & Co. ordered a certain quantity of 
furniture—— 

Mr. Puiuuirs. It is not all delivered to one point. 

Mr. Yares. That istrue. You have a different comparison. 

Mr. Patties. Suppose Marshall Field ordered 1,000 desks to be de- 
livered from the factory direct to the purchasers as they said on the 
shipping ticket. Marshall Field then would probably put an inspector 
over at the furniture plant to inspect them, would he not, Mr. Snyder? 

Mr. Snyper. Yes, sir. 

Mr. Fiatiey. Under this program, the last time we ran a check on 
it, there were 120,000 purchase orders per month placed against these 
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contracts by the individual agencies of Government. That will give 
you some idea of the magnitude of the purchasing within this area. 

Mr. Puiwies. We have another matter of reduction in tests to be 

rformed in 1954 as compared to 1953, which has to do with the limit- 
ing of inspection controls under Federal contracts to marginal oper- 
ators. That is the same thing we have been talking about. If ™ st 
people are marginal operators, there is a question in my mind as to 
why we are dealing with them. 

Mr. Fuiattey. Mr. Chairman, as near as we can check at the time 
that the bids are received and the awards are made, everything we 
know about them, including checking through Dun & Bradstreet, 
trade associations, and everything else, adds up to the fact that they 
are reputable suppliers. But in several instances they have never done 
business with the Government before, which complicates the problem. 


PURCHASES OF LESS THAN $25 


Mr. Puituirs. You said you had a $25 maximum on local purchases, 
that is, an agency could go out and buy anything less than $25 by itself. 
Do you have a minimum? Suppose I am an agency downtown and 
I send you over an order for something for 50 cents. Will you fill it 
out of your warehouses or supply ? 

Mr. Fiatitey. We do not encourage that type of order. 

Mr. Puruies. I didn’t say “encourage.” Would you fill it? 

Mr. Fiatiey. Yes, under certain conditions. 

Mr. Puiiurrs. How many do you have like that? How many would 
you have in a year? 

Mr. Snyper. The average order runs a little above $25 for the total 
order. 

Mr. Average? 

Mr. Snyper. Yes, sir. 

Mr. Pures. Then you must have a lot of little orders to bring 
the average down to $25. 

Mr. Snyper. You may be speaking of just one item. The average 
order of some $200 might have 15 or 20 items. 

Mr. Puiures. I am talking of the whole order, not over $1. I am 
trying to find out how it operates. Maybe you have a cost in there 
which compares with this item you cited of $10 an order for handling 
in the other case. 

Why don’t you set up a provision that you won't fill orders for less 
than so much’ Would we lose more money by this; would they order 
1 dozen instead of 3? 

Mr. Mansvre. We wouldn’t want that agency running downtown to 
buy something if they were on the outskirts of town. 

What we do is to have each one of our regions work with the other 
departments or agencies of the Government within that region. When 
they find that a department, as they explain it to me, is buying too 
little at a time, or making a lot of errors on their purchases, dupli- 
cating shipments, and so forth, they take that up directly as a store 
would do. What we try to do is get them to group their orders so 
they will not be frequently ordering small quantities. We do not 
refuse to take an order when an agency has to place a small order be- 
cause we would much rather service that agency than have them run- 
ning around trying to purchase it themselves. 
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Mr. Pumairs. How much does it cost, do you suppose, to put 
through an order? 

Mr. Snyper. An order for 50 cents could not be filled except at a 
loss. We do not, as a rule, accept orders in that small — In 
other words, orders of that kind do not come to us. e have pro- 
vided for agency self-service in those small quantities under the $25 
limit by either using cash or using a pocket-size purchase order 
which they can use wy ee commercial outlets. 

Mr. Pures. What do you suppose it costs you to fill an average 
small order of $i? 

Mr. Snyper. I would say about 8.6 cents on the dollar. 


FINANCING OVERHEAD COSTS 


Mr. Puiiies. You speak with some pride of the fact that you sell 
all these items to big and little agencies at cost to you. Do you in- 
clude overhead in that cost? 

Mr. Meptey. No, sir. 

Mr. Why not? 

Mr. Meptey. You will recall, Mr. Chairman, that with the enact- 
ment of the Federal Property and Administrative Services Act the 
provision was made that we should go off the so-called surcharge. As 
a result you have the next a propriation item before you, namely, the 
“Expenses, general supply fund,” whereby the operating expenses are 
financed by direct appropriation rather than adding them to the cost 
of the article and recovering through the selling price. 

Mr. Purttres. A minute ago Mr. Snyder gave me the cost per dol- 
lar. That is not what I asked for. What does it cost you to fill a 
little order? 

Mr. Snyper. Our costs are not kept on individual orders because the 
orders vary from $2 to over $10,000. 

Mr. Pures. Soon you will make me think you don’t want to give 
us that cost. 

Mr. Meptey. Our costs are computed on a line item basis. On page 
120 the average per line item cost for these 12 stores depots, to which 
Mr. Mansure referred rare is $2.97 for 1953, $2.44 for 1954, 
and estimated at $2.42 for 1955. 

Mr. Yares. Is that because we are buying more or because the costs 
are going down? 

Mr. Meptey. A little of each. 

Mr. Mansvre. A better control of costs, mostly. I don’t think the 
buying would affect it so much—— 

wat Yares. If you had an additional number of purchase orders, it 
would. 

Mr. Mansvre. The number of purchase orders that would come in 
at the time, rather than the buying. What we are trying to do is 
reduce the number of orders or increase the quantity per order. 

Mr. Fiatiey. Mr. Chairman, in answer to your last comment about 
what we do about that practice, it is a continuing educational process 
with not only our central staff here through a Federal advisory board, 
but, as Mr. Mansure said, with our regional people working at the 
local levels to get better replenishment practices, which results in a 
saving to everybody. I would like to submit for the record excerpts 
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from pertinent GSA regulations on the subject of small orders and 
an analysis of requisitions by price range at several locations. 
(The material referred to follows :) 


GSA REGULATIONS ON SMALL ORDERS 


GSA REG. 1—II-302.02 


“(b) Small purchases.—While it is the established policy to utilize Govern- 
ment-owned stocks as a first source of supply, it is recognized that under certain 
conditions it is more practical or economical to utilize other sources. Accord- 
ingly, procurement from the stores stock of the Administration is not required 
when imprest funds, Standard Form 44, Purchase Order-Invoice-Voucher, or 
blanket-purchase arrangements are available and used at the site of work or 
point of need to make small local purchases under either cf the following 
circumstances : 

“1. The articles needed are nonrepetitive, infrequent, or isolated requirements 
which are not susceptible to planned requisitioning, or 

“2. When an urgent need arises for an article customarily obtained from 
Administration stores stock and a portion or all of the requirements must be 
obtained prior to the time when it could normally be delivered from such 
stocks.’ 


GSA REG, 1—II-403.03 


“3. Requisitions under $25.—When established requisitioning schedules for 
small users result in requisitions which generally fall below $25, the frequency 
of submission shall be reduced as necessary to increase the value of requisitions 
submitted. To this end, quarterly, semiannual or, if advisable, annual requisi- 
tions shall be considered, and appropriate revisions in ordering cycles developed 
jointly with the regional office concerned. When such rescheduling still does 
not raise the average value of a requisition above $25, small users located 
at points where supplies are readily available from commercial sources shall 
make full use of imprest funds, Standard Form 44, Purchase Order-Invoice- 
Voucher, or other simplified procurement methods to obtain their requirements 
from such commercial sources. However, Administration regional offices will 
continue to service small users located at points where supplies are not readily 
available from commercial sources, regardless of the value of the requisitions 
involved.” 


Requisitions received during January 1954 


| 
Region 2, New York | Region, A. eee | Total regions 2 and 3 


Number of Total Number of Total Number of Total 


requisitions; value requisitions value | requisitions, value 


Mr. Mansvre. I might say that the other agencies are cooperating 
very well because they appreciate the difficulty involved. 

Mr. Puiitrs. I was hopeful we could finish up this item today, 
but I don’t believe we can. 


41872—54— pt. 


60 $20 65 $48 125 | $68 
193 2, 571 348 1, 334 641 3, 905 
193 1, 434 253 2414 446 3, 848 
403 6, 608 429 8) 928 832 15, 536 
650 34, 372 727 47,155 1,377 81, 527 
498 | 109, 066 507 169, 492 1,095 278, 558 
$500 to 98 67, 049 132 | 116, 638 230 183, 687 
108 | 339, 486 125 | 435, 504 233 775, 080 
2,203 | 560, 606 2, 676 781, 608 | 4,879 | 1, 342, 200 
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Suppty MANAGEMENT 


Let’s finish through page 114. We will start on the new item when 
we meet again. We will put pages 103, 104, and 106 in the record. 
(The justifications referred to follow :) 


OpeRATING FSS 
6. Supply management 


| 
| Average employment 
Department Field Total 
97, 200 12 | 12 
HIGHLIGHT 


“Policies, regulations, procedures, and instructions for improving the manage- 
ment of supplies and equipment by civilian agencies are developed and their 
application and installation coordinated through onsite surveys. Performance 
for 1955 provides for 25 surveys as compared with 22 programed for 1954, at 
approximately the same total cost.”’ (From the budget for 1955.) 

During 1953 improvements installed as a result of surveys produced measurable 
economies of $3,838,500, including economies realized from utilization of excessive 
inventories, space savings, and personnel reductions. In addition there were 
intangible benefits in terms of increased efficiency, economy and service. The 
policy adopted for 1954 of surveying only selected agencies having substantial 
supply operations and improving supply practies in other agencies by promul- 
gating standards and regulations will be continued in 1955. Surveys are 
expected to produce economies of $2.5 million in 1954 and $2 million in 1955. 


Performance cost 


1953 1954 1955 
& ‘ Personal property management surveys................--- $40, 700 $28, 500 $32, 400 
Installation 6f 56, 085 67, 900 64, 800 


JUSTIFICATION 


(a) Personal property management surveys.—Surveys cover all phases of the 
Federal supply program involved in a coordinated Federal supply system, to 
bring about the most efficient and economical supply management practices and 
operations for individual agencies, including procurement, warehousing, distri- 
bution, property utilization, establishment of reasonable inventory levels, and 
other supply problems. 


1953 1954 1955 
20 od <b _ 700 $28, 500 $32, 400 


The work unit, “Supply facility survey,” covers an average agency supply 
facility, installation, or operation, involving procurement, warehousing, and/or 
distribution of supplies. 

Based on experience and considering (1) agency organization structure, (2) 
dollar volume of supplies and equipment procured, stored, and distributed, and 
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(3) number and concentration of employees served, it is estimated there are 264 
supply facility survey work units in 56 agencies which warrant comprehensive 
examination. To obtain and assure a reasonable return in benefits and savings, 
personal property management operations of Federal agencies should be eXam- 
ined at least every 4 years, or 66 surveys annually. This goal was reached in 
1952, when 64 surveys were made. Because of budgetary restrictions and the 
need for more vigorous effort in the installation phases of the work, survey efforts 
in 1953 were limited to 37 and in 1954 to 22 facilities having significant potential 
for economies. This policy will be continued in 1955 for which 25 surveys are 
programed. 

Direct action will be taken to correct deficiencies revealed in examination of 
semiannual inventory status reports from smaller agencies to insure improved 
supply practices. 

(b) Installation of improvements resulting from surveys.—This function 
insures that needed improvements in supply operations are actually made opera- 
tive in agencies surveyed; that GSA’s policies and regulations are appropriately 
revised to meet supply problems as they develop; and that potential savings and 
economies are actually realized. Included, for example, are reduction of inven- 
tories, utilization of excesses, adaptation of proper purchasing and contracting 
methods, institution of agency supply management controls, and consolidation or 
elimination of unnecessary warehouses or storerooms. 


Average employment (man-years) 


Performance cost 


Performance is expressed in man-years of employment as functions performed 
are not susceptible to overall work measurement. 

During 1953 installation of improvements required 58 percent of the staff's 
time. Survey contacts have resulted in an increase in requests from agencies 
for technical assistance on supply-management problems. Present indications 
are that approximately two-thirds of the staff’s time will be required in 1954 and 
1955 to insure realization of savings potential estimated to be disclosed in 
surveys. 

EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See condensed green sheet schedule) 
Personal services and staffing, $92,000.—For continuing 12 positions as in 1954. 
Other objects, $5,200.—Includes $3,200 for 4 employees who will be in travel 
status for an average of 40 days, at $20 per day; and $2,000, representing 2 
percent of estimate, for normal office expenses. 


“OPERATING FxPpENSES, FSS” 


7. Service administration 


Average employment 


Depart- 
ment Field Total 


$409, 000 
+3, 800 


412, 800 | 0.8 


HIGHLIGHT 


General supervision over all programs assigned to Federal Supply Service, in- 
cluding the general supply fund operation, is provided in the central office by the 
Commissioner of Federal Supply and his deputy, assisted by the staff of an 


| 1953 | 1954 1955 
seviary} $8, 012 $8, 083 | $8, 100 
$56, 085 $67, 900 | $64, 800 
) 
) 
| 
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administrative officer. In the field, supervision is carried out by a deputy regional 
director for FSS in each of the 10 regions. 

Beginning August 15, 1953, Public Law 286, 88d Congress requires that. costs of 
handling penalty mail be paid to the Post Office Department at rates determined 
by it. As there is no practical way of determining the quantity and cost of 
penalty mail generated by each activity under this appropriation, the entire 
amount applicable to general personal property management activities financed 
therefrom has been included under this activity. 

General supervisory costs have been reduced in 1954, and again in 1955, to 
provide the minimum required to maintain effective supervision over complex 
and expanding operations. These reductions have offset the major portion of 
amounts required to meet penalty mail costs. 


1953 1954 1955 
Penalty mail costs 66, 600 77, 800 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See condensed green sheet schedule) 


Personal services and staffing, $302,500.—A reduction of two positions below 
1954 as shown in the following distribution : 


1953 1954 1955 
Average employment. -.....-.......-.-.-...--..-2.-.... 53.6 44.4 42.4 


Other objects, $110,300.—Includes $77,800 for penalty mail costs computed as 
follows: First-class matter, 30,000 pieces at 2 cents, 606,600 pieces at 3 cents, 
338,900 pieces at 9 cents; third-class, 1,633,300 pieces at 114 cents; fourth-class, 
11,100 pieces at 36 cents, average based on 2 pounds to fifth zone. This is an 
increase over 1954 of $11,200 due mainly to the difference between 1014 months’ 
payment in that year and 12 months in 1955. The remaining $32,500 includes 
$10,000 for travel of 16 officials for an average of 28 days, at $22 per day ; $3,000 
to assist in financing the Government Patents Board under policies prescribed 
by Bureau of the Budget; and $19,500, representing 5.8 percent of general super- 
visory estimate, for normal office expenses. 


Mr. Pumuirs. I think I am sufficiently confused for 1 day. Let us 
saw it off here. 
We will meet at 1: 15 tomorrow, gentlemen. 


Frivay, Fesrvary 19, 1954. 
Mr. Puitutrs. The subcommittee will come to order. 


REPORT OF THE NICKEL PROCESSING CORPORATION 


The Administrator has handed me a comprehensive document which 
is, in effect, a report on Nicaro, which is the Nickel Processing Corp. 

Mr. Mepiry. That is just the location of the town. 

Mr. Puuuirs. Nicaro is the name of a synthetic community, I pre- 
sume, that has been created for this purpose, by the Nickel Bitseee- 


ing Co.? 


t 
] 
f 
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Mr. Mansvre. The correct name is the Nickel Processing Corp., who 
is the present operator of the plant. 

oy soma The report contains information in which this com- 
mittee will be interested, but since it is printed in about an 5-point 
type, it would be a lengthy report to include in our hearings. 1 think 
we will make this reference to it, and say that it has been filed with the 
Appropriations Committee and copies have been furnished members 
of the committee to read, and that members may ask questions about it 
in a few moments. 


CLEANING OF BUILDINGS 
OVERHEAD COSTS 


You will also remember, gentlemen, the other day a question was 
raised. Mr. Reynolds said that he wasn’t sure that the building man- 
agers had included overhead in their comparable costs and that you 
had not, and I then made a rather firm statement that my reading of 
the Building Managers’ Association reports indicated they had in- 
cluded these overhead items. 

Rather than leave that record stand, I called up last night and 
talked to Mr. Earl Schultz, who was the chairman, if there was a 
formal position like that, of the survey committee of the Building 
Managers Association, and Mr. Schultz assured me that they had in- 
cluded all the costs which were incident to building maintenance, 
cleaning, and repair. That is overhead costs, building-management 
costs, and all others. 

It was my impression, when the conversation ended, that he was 


going to send to me a wire which, if it arrives, I will isa in the record, 


confirming this. However, I believe he may have felt the conversa- 
tion was all that was necessary, so I don’t know whether or not he 
will send the telegram. 

He also made the comment, which we have heard before this, that 
it was very difficult for the building management survey teams to 
compare the figures given them as figures for Government cleaning 
with the figures they discovered in the buildings which they were 
asked to investigate and to inspect. 

Mr. Reynotps. I would like to make one comment in connection 
with the overhead on the cleaning. We talked with Mr. Schultz at 
length, also, and he said that they had included overhead, but the 
have the basic overhead the same as we do under “General expense.” 
It is basically the same. This is overhead on the entire operation, 
of which cleaning is only a portion. They work it also on the basis 
of man-hours. They include in their cleaning the immediate super- 
visors and direct labor. If it is a general superintendent, it is put 
in their general-expense overhead. 

Mr. Puiutrs. If that was so, that would be comparable to the ex- 
tended analysis that we had, because we left out the half million dol- 
lars of general administrative costs and we took your figure of 3.28 
percent as the proportion of this type of administrative cost which 
might compare with theirs. That can easily be separated, because 
that is a separate item. I think, as a matter of fact, that actually— 
T don’t know in dollars, but in comparable figures—that makes their 
figures higher, proportionately, than yours. 
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That gives you the advantage, if that is the way they have com- 
puted it. 

Anyway, I am saying that the building management survey team, 
in its opinion, included overhead. 

Mr. Reynoups. They have, but it covers the entire buildings man- 
agement operation and we have an entire operation. 

Mr. Pumurrs. We have only charged against you the operation 
for cleaning. They have included all their operations and we have 
only included cleaning operations. 

Mr. Reynoxps. Their system of accounting is such that they set 
it up under certain symbols. I can’t speak to the accounting problem, 
because I don’t know the details of it. 

Mr. Puimups. Well, isn’t that so, Mr. Medley? If they have in- 
cluded all their management overhead, we have attempted in this bi 
sheet analysis in front of you to include only the cleaning items. We 
have taken out labor on other items and taken only that percentage 
which is cleaning, both labor and overhead. 

Mr. Meptry. I think that is correct. To be certain, we would have 
to get both breakdowns and compare them. 

Mr. Puttatrs. If we can ever get to work on this, instead of just 
having it come up, year after year, if we can get a tryout on it 

Mr. Reynorps. We didn’t get this report until late in the last calen- 
dar year. 

Mr. Pures. You had this information last April from this com- 
mittee. 

Mr. Reynotps. We discussed at the last hearing about a survey by 
— owners and managers. You said, “Well, that is your prob- 
em. 

Mr. Puttutps. Yes; that is right. 

Mr. Reynotps. I wanted to wait until we got their observations. 

I think, Mr. Chairman, since this additional information has come 
through, as you said the other day, that really resolves the problem. 

r. Pumps. I think that is the only way to resolve it. 

I would like to suggest, though, that you don’t come back another 
year with dirty buildings and no ideas on how to clean them. 

Mr. Mansvure. Don’t worry, we won’t. We won’t guarantee the 
buildings will be clean, but we will know why they aren’t clean, if 
they are not. 

Mr. Rrynoxps. May I introduce a letter from Mr. Brach in answer 
to the question of authorship of the report. 

Mr. Puiuies. Put that in. 

(The matter referred to is as follows:) 

NATIONAL ASSOCIATION OF 


OWNERS AND MANAGERS, 
Chicago, Ill., February 16, 1954. 


Mr. W. E. ReEYNOLps, 
Commissioner of Public Buildings, 
General Services Administration, 
Washington, D. 

Dear Mr. Reynorps: Answering your question, that part of our report on the 
public building survey which constitutes the general summary and _ recom- 
mendations was prepared by Mr. Earle Shultz, chairman of the survey com- 
mittee, in consultation with members of the appraisal group and with the writer 
on behalf of the association. 

While Mr. Shultz did not participate directly in any of the individual building 
surveys, both he and I personally inspected a number of buildings surveyed, in- 


« 
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cluding all those covered in Washington and New York—quite enough to 
familiarize ourselves with all phases of the work in hand, 

The findings set forth in the general summary were based on a factual tabula- 
tion of statistical information taken from the 42 individual building reports and 
on comparable data taken from industry experience records—all as explained 
in some detail in the report itself. (See appendix 1.) 

In addition, of course, the chairman reviewed each of the building survey re- 
ports as it came through, canvassing any questionable points directly with the 
author in question, and evaluating pertinent criticism and suggestions as to 
their bearing on the recommendations to follow. 

The findings in the general summary were set forth factually, rather than 
by interpretation, and the recommendations derived from them reflect the best 
thinking that our industry experience can contribute. 

In Mr. Shultz we had a chairman whom I am confident our entire member- 
ship—which as you know embraces most of the office buildings in this country— 
would recognize as the best man who could have been found to head up this under- 
taking. Aside from his personal management experience, covering an extended 
period of years, he was the founder of our association’s building planning 
service and by reason of his engineering and economic attainments, one whose 
services are in constant demand wherever broad industry problem are gone into. 

I feel that both we, and you, were most fortunate in his acceptance of an assign- 
ment that involved a great deal more time and effort than any of us anticipated. 

But you have, as a result, a finished product on which utmost reliance can be 
placed. 

Sincerely, 
Rosert B. BEacH, 
Ezvecutive Vice President. 


INVITATIONS TO BID ON CLEANING BUILDINGS 


Mr. Puiuirs. Now, I want to ask you this, Mr. Mansure: I have 
here some forms. What are they? Will you identify this for the 
record? I hold in my hand something which is headed “Standard 


Form 31 Schedule Prescribed by General Services, Schedule For 
Supply Contract Prescribed by General Services, New, 1949 Edition, 
and Invitation.” It being ee emee an invitation to bid. 


Was this the invitation which was used previously? Was Standard 
Form 31, 1949 Edition, the same, or is this a new one? 

Mr. Mansvre. This is a new one. 

Mr. Puttuips. This doesn’t indicate any changes subsequent to No- 
vember 1949. 

Mr. Mansvre. That is just a form number. 

Mr. Reynowps. We didn’t prepare this. This was given to me 
awhile ago to compare with our specifications. 

Mr. ata here is some reason for this standard form here. 
What does that mean ? 

Mr. Putuirs. I know it must be recent, because in here it says, 
“Commencement of work, 1954.” 

Is this a revision to be used, or was this the form used for the 
requested and somewhat controversial bids of this past year ? 

Mr. Exxior. That is a standard form prescribed for government- 
wide use for soliciting bids. All standard forms have to be approved 
by the Bureau of the Budget and have a serial number attached. 
This Standard Form 31 is the standard form of supply contract for 
any supplies or services. It isn’t a standard form merely for cleaning. 

Mr. Puuutrs. Is it a form that is going to be used in the future? 
Is this one you are going to be using ? 

Mr. Exxior. It is one currently being used generally for supply 
contracts. 
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Mr. Puiwiirs. My point is that in the testimony it was said that 
the. com on which contract operators were asked to bid was being 
revised. 

Mr. Ex.ior. I think that had to do, sir, not so much with the form, 
which merely ocntains the requirements of statute and regulation, but 
with the detailed specifications attached. 

Mr. Patties. What was being revised were the specifications which 
accompany this form? 

Mr. Exwior. Yes. 

Mr. Mansvure. It was revised as of February 15, 1954. 

Mr. Put.irs. This we will also put in the files and not put it in 
full in the hearings. 

Mr. Reynowps. This form was given to me this morning as coming 
from outside sources, and they wanted to know whether we would 
agree to it. 

Mr. Putures. I got it yesterday, and I tried to find out what it is, 
because there is no tag on it indicating what it is. Have you read it? 

Mr. Rerynotps. Yes. We find that in probably 8 items it is more 
strict than ours. In 8 items it is less strict. Generally speaking, it 
would be on the level of service that we call for and we think it is 
a good specification. 


RESOLUTION ON UNCLEAN POST OFFICE BUILDINGS 


Mr. Puiuties. I have something else to include in the hearings which 
is interesting to me. It comes out of a clear sky. I never talked to 
any of these people about it: I never knew they were interested. I 
got back to my office last night—in fact, my secretary was so startled 
by it that she phoned me in the middle of the afternoon. She said she 
had this in the office and wanted to know whether it was to be sent over 
immediately, and I said “No,” that I would get it that night. 

It is a letter from the National Federation of Post Office Clerks. 
The address is 711 14th Street, Washington, D. C., signed by William 
Otte, the secretary-treasurer, transmitting, as he says, “for my con- 
sideration,” a resolution pertaining to sanitary conditions in post 
offices, “which was unanimously adopted” at their meeting here a 
uary 8 to January 16. 

T read this for inclusion in the record. 


UNSANITARY CONDITIONS IN Post OFFICES 


“Whereas, many post offices, post office stations, and other postal facilities, 
being equipped only with outmoded malfunctioning, nonfunctioning, and neg- 
lected equipment for the cleaning and maintenance of sanitary conditions neces- 
sary to protect the health and well-being of postal employees have degenerated 
to a deplorable condition that is inexcusable anywhere within a Federal agency ; 
and 

“Whereas instances have occurred where post-office buildings have been 
allowed to deteriorate to such a degree that the municipal authorities have 
declared them as dangerous to the public welfare and required their abandon- 
ment, and where a building used as a postal facility was given up only after 
post office equipment crashed through the floors into the public sewers, where 
a United States Senator has described the condition as shocking and stated 
that if it was within his authority he would, to protect the health and welfare 
of employees, immediately order the closing of some postal facilities; and 

Whereas these conditions exist in Government buildings under the jurisdiction 
of the General Services Administration, Government buildings under the juris- 
diction of the Post Office Department, and rented quarters; and 
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Whereas sanitary conditions in some buildings formerly under the jurisdic- 
tion of the Post Office Department have worsened since their transfer to the 
General Services Administration ; and 

Whereas comparision of sanitary conditions and cleanliness of postal facilities 
and that of other Government agencies under the jurisdiction of the General 
Services Administration indicates that there is discrimination against the postal 
service in the allotment of equipment and labor necessary to maintain proper 
health and sanitary conditions in the post office, apparently due to a failure 
to recognize the fact that maintaining satisfactory conditions in places where 
larger numbers of employees work on a 24-hour basis is a far greater task 
than that necessary to maintain satisfactory conditions in places used only during 
business hours and for office work; and 

Whereas whenever efforts have been made to correct the unsatisfactory sani- 
tary conditions either in a general way or on specific Cases, we have invariably 
been confronted with statements that inadequate appropriations made by 
Congress makes satisfactory correction impossible: Therefore be it 

Resolved, That we, the executive committee of the National Federation of 
Post Office Clerks go on record as strongly condemning the deplorable sanitary 
conditions in the postal service that we know constitutes a constant threat to 
the health and welfare of many postal employees and that we call on the 
Congress and Federal authorities to take every necessury step to assure postal 
workers the same standard of health and sanitary facilities as those provided 
for other workers usually required by State and municipal laws; and be it 
further 

Resolved, That we urge that appropriations and personnel now assigned to 
the General Services Administration for custodial work in post offices be restored 
to the Post Office Department so that postmasters and the Post Office Depart- 
ment would have some authority and responsibility for the maintenance of 
cleanliness and sanitary conditions in post offices; and be it further 

Resolved, That we request that all payments for rented quarters be immed- 
iately withheld wherever evidence is furnished that proper sanitary conditions 
are not being maintained in such quarters, and be withheld until such time 
as proper sanitary conditions are restored ; and be it further 


Resolved, That we urge the Congress to establish a special committee whose 
duties will be to make a thorough investigation of the health and sanitary con- 
ditions in postal facilities and assemble data which we feel sure would convince 
the Congress that only a thorough overhauling and extensive replacement of 
postal equipment and facilities could assure the maintenance of proper sanitary 
conditions for the protection of the health and welfare of postal employees and 
that necessary appropriations were jestified. 


Joun F. Bowen, 
Chairman, Subcommittee on Resolutions. 


Unanimously adopted Friday, Januray 15, 1954.” 


Now, the foregoing letter seems to be so apropos of what we are talk- 
ing about that I have filed it here. If you want to comment on it, 
you may do so. 

Mr. Reynovps. The total number of post offices, compared to the 
number we operate, is very great. It runs into several hundred thous- 
and. I see they include not only buildings we operate, but buildings 
operated by the Post Office Department, and others. 

One comment they make is true. We have materially reduced the 
cleaning manpower in a great number of the post offices that we took 
over. 

Mr. Mansvre. I would like to follow up on this, but I don’t know 
who to contact on that. 

Mr. Putts. A man by the name of Otte is the one who signed 
it. I gave the original letter to the reporter. You can read it in the 
transcript in the morning. 
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NATIONAL FEDERATION OF Post OFFICE CLERKS, 
Washington 5, D. C., February 15, 1954. 
Hon. Joun PHILLIPs, 
Member of Congress, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN: I have the honor of transmitting to you for your con- 
sideration a resolution pertaining to unsanitary conditions in post offices, which 
was unanimously adopted at the annual meeting of the executive committee, 
National Federation of Post Office Clerks, which was held in the city of Wash- 
ington from January 8 to January 16, inclusive, 1954. 

With kindest regards, I am. 

Very truly yours. 
WILLIAM 
Secretary Treasurer. 


LLOYD BUILDING, PORTLAND, OREG. 


Mr. Purures. I am increasingly interested in this Portland matter, 
and so much so that the task force, at our request, sent an investigator 
out to see the situation. You have heard about it here. I don’t Gaoe 
whether Mr. Yates has seen the photographs of the building. I had 
figures here on it. Here are more pictures of the building. How 
did we get into this, to begin with? 

Mr. Reynotps. May I speak of this? 

Mr. Puiutrs. Whoever knows about it, please straighten us out. 

Mr. Reynowps. I will read you, I think, the entire letter which is 
written June 2, 1950. 

Mr. Putters. What letter is that? 

Mr. Reynoxps. This is a letter from the Executive Officer of the 
Department of the Interior, Vernon D. Northrop. The letter is ad- 
dressed to me. 

Mr. Puiires. Where was he stationed ? 

Mr. Rrynotps. Washington. 

Mr. Pumps. I have a copy of the letter in front of me. 

Mr. Reynotps. May I read it into the record ? 

Mr. Puiuies. If you please. 

Mr. Reynowps (reading) : 


This letter is for the purpose of confirming your agreement with the Depart- 
ment of the Interior’s plan for handling its office space problems in Portland, 
Oreg., as discussed in the meeting in your office on May 23, 1950, attended by 
Messrs. Wood and Moore of my staff and Mr. Hanson of the Bonneville Power 
Administration. 

In summary, the proposed arrangements are as follows: 

(1) The Bonneville Power Administration will arrange to vacate on or before 
January 1, 1952, three of the buildings it presently occupies at 729 Northeast 
Oregon Street, 811 Northeast Oregon Street, and 827 Northeast Oregon Street, 
Portland, Oreg. 

(2) That in lieu of these buildings, the Bonneville Power Administration will 
advertise for equivalent space, plus such additional space as will be necessary 
to meet its anticipated needs. The Bonneville Power Administration has re- 
ceived informal advice that the Ralph B. Lloyd Corp., Ltd., the owners of the 
present buildings, will offer to construct a single structure in a contiguous area 
under terms generally comparable to that contained in existing leases. 

(3) The Public Buildings Service will take oyer the leases of the three 
buildings to be vacated by the Bonneville Power Administration for the re- 
mainder of their terms and it will accept responsibility for assignment of space 
in these buildings to the various Interior bureaus. 

(4) The bureaus of the Department which will occupy space in these three 
buildings will include estimated rental costs in their 1952 fiscal year budget sub- 
mission, and each bureau will plan to reimburse Public Buildings Service for 
their proportionate share of the total rental. 
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(5) It is my understanding that the Public Buildings Service is willing to 
lease space for the Bonneville Power Administration in the proposed new build- 
ing, on a firm 5-year basis if the Bonneville Power Administration in its nego- 
tiations, determines that the rental terms would be improved thereby. 

(6) I understand that you recommend that an effort be made to include a pur- 
chase option clause in a lease contract for the new structure if this can be 
secured without additional costs, although you do not foresee any immediate 
conditions by which the Government would be enabled to exercise this option. 

(7) You offered to assist the Bonneville Power Administration in its negotia- 
tions for the new building, to review architectural plans, and the terms and 
conditions of the lease contract. 

Your help in this matter is greatly appreciated, and I shall be very grateful 
for your continued assistance in handling these and similar problems of the 
Department. 

If you agree that this memorandum generally describes the basis upon which 
we should proceed, I shall appreciate it if you will so advise me by letter or by 
signing the attached copy of this memorandum in the designated place. 

A reply to that was sent. 

Mr. Puiuies. You have read from the letter of June 2. That was 
June 2, 1950, but let’s find out, now, where the decision rested to build 
the building. This is a letter from Mr. Northrup saying that he 
understands, confirming your agreement with the Department of the 
Interior’s plan to build the building. 

Mr. Rreynotps. Could I read one more letter into the record? 

Mr. Puuuirs. Surely. 

Mr. Reynoxps. This is a letter in answer to Mr. Northrup’s letter. 

Reference is made to your letter of June 2, 1950, relative to your interest in 
acquiring more adequate office space within which to accommodate the Bonne- 
ville Power Administration at Portland, Oreg. 

We concur in the general provisions of the plan outlined in your letter. Our 
division engineer in Seattle has been instructed to confer with the interested 
Interior officials in Portland, looking to the preparation and submission of a 
more detailed statement of your plan. 

Certain requirements, including a commitment from your Department, of all 
funds necessary to cover rental payments, adequate advertisement for bids, and 
so forth, will have to be met. These will be brought up at the coming conference 
in Portland. 

Mr. Puttuirs. Then you held the conference in Portland? 

Mr. Reynotps. Yes. There was a meeting in Portland of the peo- 
ple from Interior and from the regional office in Seattle. 

Mr. Putuies. By regional office you mean your regional office ? 

Mr. Reynotps. Yes. 

Mr. Puimures. When was that, approximately, in 1950? 

Mr. Reynotps. I don’t have that date. I would imagine it was 

shortly after they received this information, because we immediately 
transmitted it to the field. 
_ Mr. Priups. It isn’t the policy of your agency to put up a build- 
ing, or go into a deal by which somebody puts up a building and you 
give them a 5-year guaranty, just because somebody wrote you a letter 
and asked for it, is it? 

Mr. ReyNoxps. No, it is our proposition rather to run herd on the 
space used by the various departments and agencies. 

Mr. Puiuirs. When was the contract let, then, with Mr. Lloyd for 
the building? Do you have a date on that ? 

Mr. Reynoups. Yes. It was let April 12, 1951. 

Mr. Puiurs. Will you explain this: This is a transcript of a tele- 
phone conversation between Mr. Ivor Hanson, who is from the Bonne- 
ville Power Administration, and Mr. Friberg of GSA, and it is dated 
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4:35 p.m., Friday, September 14, 1951. This is at least a month after 
the contract is let. 

Mr. Hanson says this: “We are in a position of having to admit 
that so far as we are concerned, we have not made any survey on the 
availability of space in the last year or two.” 

Now, Mr. Friberg says, “You would be justified in saying that a 
survey was made by the Public Buildings Service.” 

Mr. Hanson says, “Of course, the real test is when you advertise.” 

Mr. Friberg says, “Nobody applied.” 

Then this comes out as to why this becomes an important item. 

Mr. Hanson says, “I think in view of the fact that the NPA is 
taking that attitude on it, GSA ought to respond to them directly. If 
it weren’t for the fact that there is a demand for the building, we 
wouldn’t have gone ahead.” 

Mr. Friberg said, “There is a demand for the building we now 
occupy.” 

Now, I will state one thing and ask you a question. Remember, 
Mr. Friberg says, “You would be justified in saying that a survey was 
made by the Public Buildings Service,” but your survey was made on 
September 18, 1951. In other words, that is 4 days after Mr. Friberg 
said that you could say Public Buildings had made a survey. He 
started the survey 4 days after that, to see whether or not there was 
available space in Portland without this building; a month after the 
contract was let, no survey had been made, up to that time, according 
to the figures here. That is what I am trying to get straightened out. 

Mr. Reynotps. We run a continuous survey on a city the size of 
Portland, and it shows that there has been a 2-percent vacancy in 
the city of Portland, which amounts to about 40,000 square feet scat- 
pre in small blocks. That varies a half a percent one way or the 
other. 

There was pressure on us from out there, that they negotiate the 
contract. 

Mr. Primurrs. Pressure on you, sure, but when somebody says, “Mr. 
Reynolds, we sure would like to have a nice big building,” do you just 
say, “Well—”? 

Mr. Reynotps (interposing). Here is a telegram we sent back when 
they wanted to do this without advertising, because advertising shows 
up space. It says: 

We have gone thoroughly into your reasons for not advertising and have also 
considered the matter with Office of General Counsel. Accounting and legal 
officials of the Government have repeatedly held that determination of avail- 
ability of supply through a single source should not be left to surmise and 
conjecture, but must be based on facts. In absence of supporting positive assur- 
ance of single source, the only way to ascertain other likely availability is to 
advertise the need. Your discussions in behalf of direct negotiations are cogent 
and pertinent ; however, they are not conclusive, and in order to give full scope 
to legal requirements adequate advertising should be had in this, as in all 
other similar instances. 

Mr. Pururrs. Will you remember the words “adequate advertis- 
ing” for a moment, and I will come back to them? 

Mr. Reynotps. All right. 

Mr. Paiurrs. A month after the contract was let, Mr. Hanson, in 
talking to your Mr. Friberg, said: 

Unless we can show there is a demand for our building, it still makes our 
story look pretty weak. 
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and then Mr. Friberg says: 


The stenographer is taking this all down and I will see you next Wednesday. 


Up to 30 days or more after the contract was actually let, there 
had heeds no survey to which Public Buildings could make reference 
in connection with the building of this building. 

Now, I have here something which goes back to February of 1951, 
transcript of another telephone call between Mr. Hunter and Mr. 
Friberg, and apparently the deal was cooking, we might say, as early 
as that. I think your previous letter showed that. 

Mr. Friberg says, “ called you in regard to the deal with Lloyd,” 
and they were going to introduce a bill. Was this for authorization 
to build the building? 

Mr. Reynotps. It may have been. 

Mr. Puiwuirs. Mr. Friberg and Mr. Hunter are concerned about 
how quickly they can get that bill through. Mr. Hunter says, “How 
fast will it pass! Members of the Senate are anxious for it”— 

resumably he means to pass—‘and we sent a draft of the bill to 

radeen.” I don’t know who that is. 

Mr. Reynoxps. The GSA regional director at Seattle. 

Mr. Puiures. “Lloyd is having a number of plans prepared—.” 
Mr. Bradeen didn’t want to leave Mr. Lloyd out on a Limb, 

Mr. Hunter thought that was Mr. Lloyd’s gamble. Then they dis- 
cussed this matter of getting a priority for the material. 

Now, remember, this was a time when you had to get a priority for 
steel. You had to certify that this was absolutely essential, as com- 
pared with other use of steel, in order to get the steel for the building. 

Mr. Reynotps. We were extremely careful in anything we said 
about the materials. Bids were ange d taken on this project, and 
they were opened August 28, 1950. I believe the legislation that they 
are referring to there—at least I surmise it—is the lease-purchase 
legislation, and not a single authorization bill for this building. 

Mr. Puiruies. That bill never passed ¢ 

Mr. Reynowps. It passed the House, and the Senate is now consider- 


ing it. 

Mr Puituirs. In other words, they are referring to a lease-purchase 
matter which actually doesn’t relate directly to this? 

Mr. Mansvure. Except it does, Mr. Chairman, to the extent that the 
legislation goes to the fact that they wanted to be able to buy the build- 
ing if they wanted to. Wasn’t that it? 

Mr. Reynotps. My thought was that in any such contract there 
should be a clause which would permit us to convert the contract to a 
lease-purchase contract. If I have made any contribution to it at 
all, that was my thought. 


Mr. Puiurrs. Mr. Hanson says, in a telephone conversation of May 
21, 1951: 


It seems to me it is pretty much up to Reynolds to carry the ball, isn’t it? 
And Mr. Friberg says: 


It seems as though the pressure is in Washington. In the letter to Reynolds, 
I didn’t say much except that our thought, after the discussions at this level, 
was that the decision should be made in Washington. 
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So Mr. Friberg thinks that this is a Washington decision, and Mr. 
Hanson says that he has talked with you about it. He says: 

It will probably lie dormant unless somebody puts in a shot in the arm back 

here. 
; When I talked to Reynolds, he anticipated that would be the condition. He 
said he was personally going to walk it through. 

You must have had some personal interest in this, don’t you think? 

Mr. Reynotps. I had a personal interest in it, but I don’t know what 
papers they are talking about. I don’t know what poy ger they 
are talking about in that correspondence there. Is that a priority 
problem? What is the date of it? 

Mr. Purtiirs. May 21, 1951, at 2 p. m. 

Mr. Reynoups. That would be priority. 

Mr. Puiures. You see, it is a little dificult for me to grasp, with 
no survey of office space needs, the justification for going out and get- 
ting steel for this building. 

Ries So eg discuss the design of the building just a second as we go 
through it. 

Mr. Mansure. May I just say something. When Mr. Reynolds 
said he had a personal interest in it, he didn’t have any personal in- 
terest. 

Mr. Prius. He doesn’t mean in the building, of course. 

Mr. Mansvre. I didn’t want that misund 

Mr. Puiutrs. When the building started out, the designs were for 
a 10-story building. Do you recall that? 

Mr. Reynoxps. No: T had nothing to do with that. 

Mr. Putures. Well, I gather so, because in the letter to Mr. Meyer, 
who is the real estate officer of PBS in Seattle, from Mr. Hanson, the 
accounting comptroller of Bonneville, on October 9, he says, “I am en- 
closing two sets of plans which describe our proposed administration 
building. You will note especially that the building has been re- 
duced to eight floors.” There couldn’t have been a very firm analysis 
of the situation if the design was reduced by 25 percent of its capacity 
during the process of the negotiations. 

Do you know what rent you are paying on the building? 

Mr. Reynotps. Yes. We are paying 8 percent. 

Mr. Putiures. Your —_ out there said they thought 6 or 7 per- 
cent was plenty to pay ow are we agreeing to 8 percent? 

Mr. Reynoxps. [ think in studying the correspondence, you will 
find we were the ones who were working on them to cut it down below 
8 percent as much as we could. 

r. Putures. Well, your people out there were in favor of 6 or 7 
percent, but the final contract was for 7 or 8 percent. 

Mr. Reynotps. Perhaps Mr. Finegan could answer that. 

Mr. Pniturs. How did you happen to give Mr. Lloyd an extra 1 
percent, Mr. Finegan? 

Mr. Finecan. In the preliminary discussions, there was conversa- 
tion about it being around 6 percent, and then a little later on, 6.8 
percent, but when the final negotiations were concluded, it was de- 
termined that he had to have 8 percent as there was a considerable 
gamble involved, the lease to to be firm only for 5 years. 

Mr. Puituies. Mr. Finegan, I have negotiated for a lot of real estate 
in my life, and the man who puts up the extra money is the man who 
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thinks he wants it very urgently. It seems to me that Mr. Lloyd 
should have been the man who wanted this contract, not us. I don’t 
understand how we got into a position of wanting to pay an extra 1 
percent or 114 percent for something that was very much more fa- 
vorable to Mr. Lloyd than it was to us. 

Mr. Finecan. We were very interested in the acquisition of space 
there to meet our needs. 

Mr. Pairs. Without having made a survey in Portland as to 
the need for space. 

Mr. Finecan. Mr. Chairman, as Mr. Reynolds said a few moments 
ago, we had made surveys. 

Mr. Prius. You made it on September 18, and the contract was 
signed in August. 

Mr. Frvrean. In the case of a large city like Portland, we are con- 
stantly making surveys. We have to. We have to find out what 
the market is at all times. 

Mr. Pixies. Your intentions are excellent, but I am very sorry 
to have to tell you that your own files don’t confirm it. 

Let’s take this matter of space. Now, the going rents in Portland 
are $2.75 to $3.25 a square foot, according to the task force. Do you 
confirm that? 

Mr. Reynotps. That is approximately correct; yes, sir. 

Mr. Puiirs. Your people say your rent will be $2.40 a square foot, 
compared to the $2.75 to $3.25 based entirely in Portland, as a result of 
our investigation, on usable office space. Is that right? 

Mr. Reynotps. That is right. 

Mr. Puttuies. If I translate your figures again—I am beginning to 


be a little suspicious of figures out of PBS—if I translate your figures 
again as to usable office space, you are paying $3.44. Why do you 
say you are paying $2.40 for space when with a pencil and paper they 
figure it ss to $3.44, which is from 50 to 125 percent higher than the 


commercial rate in Portland ? 

I am coming back to the question of why this was so important 
to us that we had to dash into a contract and pay an extra 1 or 114 
percent to get the building built when commercial rents in Portland 
are less than we are paying Mr. Lloyd. Suppose it is only 25 percent 
higher. How anil you justify that? Of course, the answer is that 
you put a lot in the building that no other office building has, which 
again comes around to the queston of what justification there was for 
erecting the building at all. 

T’ll come back to this in a minute, but let’s find out about this bid. 
Who is responsible for the bidding? Are you responsible for that, 
Mr. Finegan ? 

Mr. Finecan. No, sir. 

Mr. Puiuirs. You say that with a bit of relief, I guess. 

Mr. Frvecan. No, sir; the invitations to bid were issued by the 
Regional Office. 

Mr. Purvires. Well, if I ever saw specifications requesting a bid 
that made it possible only to give the job to one person, I now hold 
them in my hand. 

First of all, the specifications 6 yea is dated August 28 and the bid- 
der is required to get his bid in 19 days later, to furnish the space on or 
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about 6 weeks from the date of the bid and the descriptions of the 
space you need are word for word the descriptions of the specifications 
of the Lloyd Building. Now, was that just coincidental? Who can 
reply to that ? 

r. Reynotps. I think in absolute frankness the specification was 
written around the definite requirements of the Bonneville Power 
Administration. 

Mr. Puiuuips. I suspect Bonneville Power put something over on 
you. Iam trying to find out whether that is the way we build build- 


ings. 

Mir. Reynotps. Could I discuss the rate for just a minute. 

Mr. Yes, surely. 

Mr. Reynotps. There is 246,416 square feet in the building. Now, 
of that—and the point you raise is very pertinent—there is 67,188 
square feet of storage space. 

Mr. Puttures. There are figures I had here of just exactly how that 
space was broken down. I haven't come to them yet. You read them 
into the report if you will. 

Mr. Reynowps. 67,118 square feet of storage space; 105,149 for 
strictly office space; 74,149 for other work space, including an audito- 
rium and a cafeteria, and also some space above the cafeteria, as I 
understand it—I have never seen the building—for their central con- 
trol operations, or something of that sort. 

So I have figured that the 105,000 and the 74,000-—— 

Mr. Puuures. I am still looking for my figures but I cant’ find them 
atthe moment. Those are the figures, including ample space for vari- 
ous adjuncts of a building which hardly seem necessary to include in 
the most expensive downtown space in the city of Portland. 

Now, if there is any question in your mind, Mr. Reynolds, that these 
were written by the Bonneville Power Administration to give the 
building to Mr. Lloyd, I am going to read you a telegram signed by 
ae Director of the Real Property Acquisition and Utilization 

Let me read to you what Mr, Nagle thought about the bids. 

Evidently Mr. Elliot was a little concerned about your opinion on 
this. [Reading :] 

Regarding the necessity for advertising for bids for constructing new BPA 
office building Portland we have gone thoroughly into your reasons for not 
advertising and have also considered matter with Office of General Counsel. 
Accounting and legal officers of the Government have repeatedly held that 
determination of availability of supply through a single source should not be 
left to surmise and conjecture, but must be based on facts. In absence of sup- 
porting positive assurance of single source, the only way to ascertain other 
likely availability is to advertise the need. Your discussions on behalf of 
direct negotiations are pertinent and cogent. However, they are not conclu- 


sive, and in order to give full scope to legal requirements adequate advertising 
should be had in this as in all other similar instances. 


Now note. 


Your reasons for not advertising are strong support for belief that no other 
bid acceptable to Interior Department will be received. In case of low bid for 
other than most favorable site,— 


: font need to interpret to you what was the most favorable site, 
ol? 


additional costs for moving— 
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That is about one block, I think, in the city of Portland— 
transacting business in widely separated locations— 


that is also a matter of opinion; most of us out in the West wouldn't 
call them widely separated— 

or other conditions affecting most efficient occupancy can be figured by Interior 
Department who doubtless will be able to justify a somewhat higher bid for 
favorable site. 

Mr. Nagle signed that. I don’t think there is any question as to 
the objective of the Interior Department whose efforts were directed 
to get you to build the building. 

I think the best attitude toward the Lloyd Building out there is 
given by your own people in Portland, Mr. Reynolds, to say that this 
building is to be “a memorial to Mr. Lloyd.” 

I think it is. I don’t think it is a memorial to the taxpayer. It 
is a memorial, according to your people, to Mr. Lloyd. I question 
whether we are building soaieaaiale for private citizens all over the 
country at the cost of X millions of dollars. Maybe I better read 
you this, which has nothing directly to do with this, but 1 thought 
Mr. Mansure would enjoy it. I quote from a telegram or a telacon— 
this is where everybody talks at once, apparently—between Mr. 
Meyer, Mr. Friberg, Mr. Lindgren, and Mr. tig re the Bonne- 


ville Power space in Portland and the Lloyd offer. 

Mr. Friberg says: “BPA has been in on everything. Mr. Raver 
called Mr. Lloyd and the best he could do was 8 percent. In talking 
to Mr. Hanson we advised him we were reluctant to take 8 percent 
but they are urging us to take 8 percent.” Mr. Lindgren says, “For 
the increase,” and Mr. Meyer says, “Yes, they are afraid if we don’t 


take it we won't get it at all.” 

Finally we get down here and Mr. Meyer says, “I'd like to ask a 
question on a different matter: On the $15 million, the Navy has a 
recruiting office in the FOB and they have a big expansion. Can 
that be paid for out of the $15 million?’ 

Mr. Lindgren says, “Yes.” 

Mr. Meyer says, “When can we get advice ?” 

Mr. Lindgren says, “They are hounding us for allotments but we 
don’t know what regions will need it the most. We have $12 million 
for outside of Washington. Smitty and I agree to hold this in reserve 
because we don’t know where it will break.” 

Mr. Meyer says, “Then you want us to get in touch with you and 
you'll make an allotment for the amount needed,” and Mr. Lindgren 
says, “Yes, let us know when you need money but go ahead, we are 
anxious to spend it.” 

I think that is always interesting to the Appropriations Committee. 

Mr. Reynoups. Mr. Lindgren is not with us any more but I think 
what he was interested in was trying to get the allotments and get this 
thing settled. 

Mr. Puitiirs. Now, I am going to question this matter that started 
me on this. Mr. Mansure’s original statement that you were saving 
$156,000 by taking over the Lloyd building. That is the most peculiar 
savings tome. Maybe Mr. Medley can explain it to me. 

_ You had $500,000, as I figure it, in the budget, for this operation. 
Your people out in Portland notified you it was going to cost about 
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$356,000, so Mr. Mansure reports a saving in the next year’s budget 
of $156,000. Am I right, Mr. Medley ? 

How do you say you save money and justify it before this committee 
by counting money that you didn’t put in next year’s budget? 

Mr. Mepiey. I thought, Mr. Chairman, that we had indicated that 
the amount included in the appropriation “Operating expenses, public 
buildings service,” for space which is reimbursable this year, for 
which we ask for direct appropriation next year, that as the result of 
the proposed occupancy, that amount could be reduced. 

Mr. Puttthavs. ou never had it in anything. How can you say that 
that was a possible amount of money you wanted and it was finally 
reduced to $356,000, and so Mr. Mansure reports your saving of 
$156,000 4 

Mr. Meptey. Sir, I believe he indicated in his statement that this 
estimate could be “reduced” by that amount. 

Mr. Putures. Is that what you meant, Mr. Mansure ? 

Mr. Mansure. Well, it says, “Reduce.” The basic purpose was to 
bring this matter to an issue so we could get it settled. That is what 
we wanted to bring out. 

Mr. Puttures. Let’s get back to the building, then. 

It looks to me that probably for the first time the taxpayers have 
been building a very expensive memorial to a distinguished private 
citizen. I go back to 1941. The Bonneville Power Administration, 
as you well remember, or the records show, came to the Secretary of the 
Interior, Harold Ickes, and asked him to build the building. He 
thought it a boondoggle and he turned it down cold. 

So the next time they tried the Bureau of the Budget with it. That 
was in 1946 and the Bureau of the Budget called it ridiculous. 

In 1950, they got around to the Public Buildings Service and found 
a receptive ear and built a building that is going to cost us 25 percent 
higher footage than any other building in Portland, and there is no 
evidence that I can find that we need the building. We are occupy- 
ing space, we are occupying satisfactory space, some of our people—I 
think Selective Service is one—is giving up space, and the general 
program of the Government is going down rather than up, and 
whether you should be charged with requiring a crystal ball or not I 
don’t know but certainly there was no indication at that time that 
there was going to be a great increase in Government employment. 

Mr. Reynotps. I think our people in Seattle, Mr. Chairman, placed 
a great deal of weight on the statement of the manager of the port of 
Portland that we would have to give up space on Swan Island, which 
contained something in excess of 100,000 feet. 

Mr. Puitures. I found that somewhere, Mr. Reynolds, and I asked 
our investigators to search for any indication that the Swan Island 

ople—which is the port authority—had said at any time that we | 

ad to get out, and there is only one indication anywhere, and if you 
will examine that book it will show it. That was obviously written in 
an attempt to get this approval for using steel in a time of limited 
steel useage—this is the letter of May 4. That is the only thing, and 
that is so obvious on the face of it as to what it is, that it shouldn’t 
have had one moment’s consideration in your office, except to get steel. 

Mr. Reynotps. Of course, that was after the contract was signed, 
but we have been having the files searched in Seattle and we can find 
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nothing of record where the people in Portland said we had to get 
out. They still insist that they were told orally that that was true. 

Mr. Pumurs. That is what I have been commenting on all along, 
that it seems to be just a request on the part of Bonneville to build 
them a building, on the assumption that they were going to have to 
find space, and apparently your people didn’t run down very care- 
fully whether there was any accuracy in the statements. 

Mr. Rrynotps. There would have been space if they had not taken 
into consideration, or they apparently did take into consideration the 
fact that they would be forced off of Swan Island. They have also 
made the statement, whether it could be supported or not I don’t 
know, that if we do remain on there, we will have to pay comparable 
commercial rents. 

Mr. Pututrs. Which will still be less than you are going to pay. 

Mr. Reynoxps. it will be somewhat less but it will me Kee the differ- 
ence rather small. 

Mr. Prituirs. On actual, usable space or including all these extras 
that you are going to have? 

Mr. Rrynotps. I have a statement here of the space to be acquired 
in the Lloyd Building, and it is the annual cost, and also the space to 
be released, with that annual cost, which I would like to turn over to 
your investigators if you would like. 

Mr. Puttures. I will turn it over to the investigators or put it in 
the record, whichever you want. 

We will ask the task force to check that for us and insert it in the 
record at this point. 

(The matter referred to follows :) 
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Mr. Puiurs. I forgot to say this, which makes me more curious 
than ever, that those invitations to bid were sent out 12 days after you 
signed an agreement with Lloyd to renew the leases on the four build- 
ings, after adequate advertising, and to consolidate them with the lease 
on the new building, and you allowed only 19 days for a response to 
that invitation. Now, what kind of business is that ? 

Mr. Reynotps. Say that again, Mr. Chairman. 

Mr. Puiuurrs. I said apparently the invitations to bid were sent out 
12 days after you had signed an agreement with Lloyd to renew the 
leases on the four other buildings, after adequate advertising, and to 
consolidate them with the lease on the new building. 

Mr. Reynoups. The bids were opened on the building in August 
1950. The contract for the building was signed April 12, 1951. 

Mr. Puts. Now, wait a minute. April 12, 1951, and the invi- 
tations to bid were sent out on April 24, 1951. 

Mr. Reynowps. And in May 1951—I don’t have the date in May—4 
leases were signed, 2 expiring in June 1952, 1 in October 1954, and 1, 
June 1955, all to expire in 1956, 

Mr. Puriures. They were all renewed. 

Mr. Reynotps. They were extended to May 11, 1956. That was in 
May 1951. 

Mr. Pututirs. So they were consolidated at that time with the lease 
on the new building. Is that right? 

Mr. Reynotps. I couldn’t say. 

Mr. Puiutrs. By the way, to those figures of 8 percent on the new 
building you have to allow real property taxes, boiler maintenance, 
and items that add up to $70,000 more. In other words, you are pay- 
ing 914 percent instead of 8 percent. 

Mr. Reynotps. I think we are paying more than that, Mr. Chair- 
man. I think the best you could get off on that would be 2 percent. 
That would be 10 percent. Our normal rate is 12.5 percent. That is 
what we are paying throughout the United States. I got that from 
a check through our records for another hearing. 

Mr. Pures. I think he is entitled to some sort of escalator clause 
which you have in there, but I didn’t find anything protecting the 
Government, or maybe you didn’t think prices would ever go down. 

Do you put clauses in your contracts protecting us? 

Mr. Reynowps. Not on these lease contracts. 

Mr. Puiures. They are too short? 

Mr. Reynotps. I would say off the record that I checked with some 
of the finance houses and so forth and practically nobody would finance 
on the basis of 8 percent. I think Mr. Lloyd wanted to build this 
as a monument to his family. That is for a trust or something of 
that sort. 

Mr. Puuxips. I think there are two serious things about this. The 
first is putting up a building on what to me is obviously inadequate 
examination of the need for the building, and second is going through 
all this procedure to get these defense materials, those scarce materials 
that they had to use to put up this building at a time we were sup- 
posed to be needing all the steel we could get for something else. I 
think the building is pretentious, but I think that is a matter of 
opinion, on the basis of these photographs, and I will leave it as a mat- 
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ter of opinion. I say again I don’t think we are in the job of putting 
up memorials to people at the taxpayer’s expense. 

Well, let’s close it up by asking what you are going to do about it. 
Do you think we are stuck with this lease ? 

Mr. Rrywnowps. I don’t see how we can do otherwise, and for this 
reason; if there is a question of trying to work out a saving of funds, 
I think we should approach it rather from another angle and not 
through cancellation. 

You see the Post Office Department, for instance, has a right to 
enter into 15- or 20-year leases. Unless their contracts are reason- 
ably sacred, then our 5-year lease advantage is no good. 

Mr. Paris. Let me turn it over to Mr. Mansure, who is probably 
going to have to work it out, and give you the three possibilities that 
the task force indicates as possible solutions. First, we could cancel 
the lease and let Lloyd sue us. We should be very reluctant to do 
that, for obvious psychological reasons, as well as any other. 

Second, you could approach the Lloyd interests and try to negotiate 
ourselves out of the lease, which might be a logical course, but you 
would have to run it down pretty carefully. But suppose they don’t 
negotiate it out—I would think Lloyd would think he has a very 
satisfactory lease—then, third you could declare this building surplus 
and then you could sublet it or dispose of it yourself to somebody else 
who needs it, and all I’d like to have on behalf of this committee 
would be some assurance, first, that you will go very carefully into 
this Portland deal, and second, if you get any more telephone re- 
quests to build buildings and letier requests to build big buildings, 
for heaven’s sake, find out if they need them, first. 

Mr. Mansvure. I can assure you that is going to be done. 

You said you were going to consult the committee handling Interior 
Department appropriations. I would like to have your views ex- 
pressed to them so they won’t think we are trying to push them out 
of something, on this building. 


SrraTeGcic AND CRITICAL MATERIALS 


OWNERSHIP OF NICARO NICKEL CO. 


Mr. Yates. Mr. Mansure, you handed me a document today entitled, 
“Report on Nicaro,” and bears a date of August 1953, 

Glancing through it in the brief time that I have had, I am a little 
puzzled as to the ownership of the plant. T have the impression that 
the Federal Government owns it. Am T correct? 

Mr. Mansvurr. Yes, I would like Mr. Pinkley, who is chairman of 
our Nickel-Graphite Committee, to bring you right up to date. Jim, 
will you start step-by-step—from the reactivation, from ownership 
in the minerals and soon? Can you start right there? 

Mr. Yates. Can we first find out who owns the land? 

Mr. Mansvre. That is where he is going to start. 

Mr. Pryxiry. The plant was first conceived late in 1941 and 1942, 
by the Reconstruction Finance Corporation, Defense Metals Organi- 
zation. After a survey of the ore bodies in Cuba, they established a 
site, and the RFC purchased the area from the United Fruit Sugar Co., 
who were the owners of the sugar land. Owing to considerations by 
the State Department and others, at that time, it was not considered 
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practical to establish an autonomous United States Government sta- 
tion there, but rather they formed a Cuban corporation known as the 
Cuban Nickel Co., of which the United States owns all the stock. 
That was also at the request of the Cuban Government. 

Mr. Yares. What date was this? 

Mr. Pryxzey. I don’t think I have the exact date. I would say it 
was early 1942. There was quite a bit of time taken up in surveys 
and so on. 

The plant has continued under that category since that time and 
makes it subject to all Cuban laws, regulations, presidential decrees 
and so forth. The plant was first started—well, it was built under 
designs prepared by the Nicaro Nickel Co., a subsidiary of the Free- 
port Sulfur Co. Construction was started in 1943. The first pro- 
duction was in December 1945, and they went into full operation 
approximately a year later. 

Mr. .Yares., It is under operation now of the Nicaro Nickel Co. 

Mr. Prxktey. No, let me clarify that. The plant was closed down 
from that operation in March 1947. 

Mr. Yates. I don’t mean now, I mean at the time you are testifying 
to. In 1943, it began its operation. At that time, in 1943, it was 
+ se hewet by the Nicaro Nickel Co., which was a subsidiary of the 

reeport Sulfur Co. 

Mr. Pinktey. It closed down in March 1947, after producing about 
67 million pounds of nickel in oxide form. It stood idle until 1951. 
It was first transferred by RFC to War Assets Administration as 
surplus. 

Mr. Yates. Let me just clarify my own mind on this transition 
period. It was closed down at what time? 

Mr. Pinxtey. In March 1947. 

Mr. Yates. Closed down in March 1947? It was operating up to 
March 1947. 

Mr. Pinxtey. That is right. 

Mr. Yares. And then turned over to the RFC as a standby plant? 

Mr. Prnktey. No, RFC was the owner of the stock. 

Mr. Yates. RFC owned the stock in Cuban Nickel Co. ? 

Mr. Pinxiery. That is right. 

Mr. Yares. At that time when it closed down, the contract with 
Nicaro Nickel Co. was canceled? 

Mr. Pinxtey. That is right. 

Mr. Yates. That brings us through a period when there was no 
operation, up until 1950, is that correct ? 

Mr. Pinxtey. That is right. 

Mr. Yares. What happened in 1950? 

Mr. Prnxtiery. Late in 1950, the reactivation of it was authorized. 
I was not in that picture. I don’t have right now the entire history 
of the authorization but it was through the War Department and 
through the Defense Production Agency. The rehabilitation was 
started in January 1951. The first production 

Mr. Yares (interposing). Now I am trying to trace the ownership. 
In 1950, the United States still owned Cuban Nickel Co. and decided 
to rehabilitate the plant? 

Mr. Pryxtey. That is right. 

Mr. Yates. Who does it authorize to rehabilitate the plant? 
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Mr. Pinxtey. General Services Administration. 

Mr. Yates. Does General Services Administration proceed with 
the rehabilitation of the plant? 

Mr. Pinxtey. Yes, through the Frederick Snare Corp. who were 
the builders of the original plant. 

Mr. Yates. This is the job of reconstruction to be undertaken by 
Frederick Snare? 

Mr. Pinker. That is right. 

Mr. Yares. Did it have an operator / 

Mr. Pinxtey. The operating contractor, the Nickel Processsing 
Corp., was comprised of a subsidiary of a Dutch company, the Billiton 
Corp., who were primarily tin smelters. 

Mr. Yates. There is reference in here to the fact that ore royalties 
are paid to the Nicaro Nickel Co. and the only place that Nicaro comes 
into your story now is as an operator for the Freeport Surphur Co. 
Now, where was Nicaro Nickel Co. when the plant is opened? 

Mr. Prnkiey. At the time of the original purchase of the land, the 
Nicaro Nickel Co. purchased for their own interests, certain ore bodies 
from which the ore is extracted, That is not a part of the plant. It 
is in another area about 9 miles away. The Government originally 
owned eleven-eighteenths of the preferred stock in Nicaro Nickel Co. 
valued at $1,100,000. This has been reduced to six-eighteenths by 
redemption. 

Mr. Yates. Then, the Nicaro Nickel Co. which receives the royal- 
ties, is still a subsidiary of the Freeport Sulphur Co. ? 

Mr. Prnxtey. That is right. 

Mr. Yates. And that is the company referred to as receiving the 
royalties in the document that has been handed us, is that right? 

Mr. Prnxtey. That is right. 

Mr. Yates. Now, continue your story. 

Mr. Pinxiey. RFC declared the plant surplus, back in 1947, to War 
Assets Administration. War Assets advertised it for sale in 1948 sub- 
ject to the national security clause, but no acceptable bids were re- 
ceived, at that time. It was transferred to Federal Works Agency— 
now GSA—December 1948. 

Mr. Yates. You have stated that in January 1951, the Fred Snare 
Corp. started to rehabilitate the plant. 

Mr. Pinktey. That is right. 

Mr. Yates. Now, in the name of what company was the plant? In 
the name of the Nickel Processing Corp. ? 

Mr. Pinker. The plant was in the name of the United States. 
The stock of the plant was still in the name of the United States. 

Mr. Yates. It was owned by the United States? 

Mr. Prnxiry. That is right. 

Mr. Yates. What is the company that issued the stock, the Nickel 
Processing Corp. ? 

Mr. Prnxtry. No, the Cuban Nickel Co—— 

Mr. Yates. The Cuban Nickel Co. is the one that owns the plant? 
That is, the plant is owned through shares of stock issued by Cuban 
Nickel Co. ? 

Mr. Pinxiry. That is right. 

Mr. Yates. Were those shares of stock transferred to another com- 


pany? 
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Mr. Pinkey. Those shares of stock were transferred by RFC to 
War Assets and then to GSA. 

‘ ae. Yates. GSA now owns the shares of stock in Cuban Nickel 

Mr. Prnxiey. We have custody of them. Title was transfered to 
the United States from RFC. 

é “7% Yates. Is GSA the only owner of the stock in Cuban Nickel 

0. 

Mr. Yes, sir. 

Mr. Yates. You started to tell us about the Billiton organization. 

Mr. Pixkiry. They organized the Nickel Processing Corp., which 
was to be the operating company, and they were making preparations 
while the rehabilitation under the Snare Corp. was going on. I don’t 
have the exact dates but there was a change of ownership early in 
1952. 

Mr. Yates. Change of ownership in what ? 

Mr. Pinxuey. In the Nickel Processing Corp., in which the Billi- 
ton Corp. sold their interests to the National Lead Co., who are now 
the primary parent of the Nickel Processing Corp. 

Mr. Yates. Does National Lead own all the stock in Nickel Process- 
ing Co.? 

Mr. Pinkxiry. They own 60 percent. The remaining 40 percent 
is owned by the Cuban interests comprised of about 6 Cuban citizens. 

Mr. Yates. National Lead Co. and the Cuban interests received 
ownership of the stock through purchase of it from the Billiton Corp. ¢ 

Mr. Pinkiey. That is right. 

Mr. Yates. Now, continue your story. 

Mr. Pinkxey. Frederick Snare rehabilitated the plant. The first 
nickel under reactivation was produced in January 1952. Full opera- 
tion was reached in July 1952, and the plant has continued in full 
operation since that time. The original designed capacity from the 

ilot plant was estimated at approximately 31 million pounds a year. 

he best production in the previous operation was about 24.5 million 
pounds per year, and for the last 6 months it has averaged approxi- 
mately 28.5 million pounds, and for the last 3 months approximately 
29 million pounds. 

Mr. Pups. Is there a date of exhaustion of the supply of the 
ore, or is it practically inexhaustible ? 

Mr. Pinxey. I have a note on that, sir. 

Mr. Puiuirs. Is that restricted ? 

Mr. Prnauey. No, sir. We are paying royalty on the ore we are 
presently mining to Freeport Sulphur or Nicaro Nickel Co. that 
amounts to about $1.35 per ton of ore. Under the contract which the 
Government has with the Nicaro Nickel Co., we are required to take 
at least one-third of all of our ore from their bodies. 

Mr. Puturs. For about how many years? 

Mr. Pinkiey. That.runs for about 14 yearsmore. We have, through 
development and assistance of the Bureau of Mines, located, explored 
and developed additional ore bodies which will be royalty free, or prac- 
tically royalty free—2 to 8 cents per ton in the amount of 29,865,000 
dry tons. That is as of December 31, 1953. 

Mr. Yates. Why do you say royalty free? 
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Mr. Pinxiey. These bodies will belong to the Cuban Nickel Co. and 
consequently will be their property. 

Mr. Yates. Do you mean Cuban Nickel Co. has been buying up land 
containing ore? 

Mr. Pinxey. That is right, to develop royalty free or low royalty 
sources. 

Mr. Yates. As I remember what you have stated, one-third of the 
ore they use must be bought from the Nicaro Nickel Co. 

Mr. Poncces. We have not started mining the new bodies. Devel- 
opment and exploration is just being completed this month. We are 
now negotiating for the purchase of surface rights. We have acquired 
the mining rights but now we must acquire the surface rights. We 
will start probably sometime in April or May. We must build roads 
and railroads to these ore bodies, and we are starting that development 
work now. 

By, I would say, around the middle of the summer, we will be taking 
ore Soa these new bodies. 

Mr. Yares. Are these new bodies owned by Cuban interests ? 

Mr. Prnxiry. Some were Cuban National Park land which we ac- 
— by what we would call here filing claims, by denunciation in 

uba. The others were acquired from owners, on a negotiated-pur- 
chase basis. 

Mr. Yates. Are you buying them at a fair price? 

Mr. PINKLEY. The actual cost, instead of $1.35 a ton will be the 
actual cost of the ore from the new bodies—at the purchase price it 
will be about 10 cents a ton, 

Mr. Yates. As contrasted to what now? 

Mr. Prnxtey. As contrasted to $1.35 that we are now paying. 
That does not mean that will be the whole cost. The cost of railroads, 
the cost of roads, and other developments must be taken into that, 
so actually our cost for more, a liberal estimate is 35 cents a ton, as 
compared to $1.35 a ton that we are paying now. 

Mr. Yates. Do you mean considering all the costs, even those of 
bringing the roads in? 

Mr. Prnxtey. That is right, sir. 

Mr. Yates. When did you say those mines will be coming in? 

Mr. Prnxktey. We are trying to get them in just as fast as we can 
get the roads and the railroads built. Also, as soon as we can acquire 
- ae rights. Those have to be purchased from United Fruit & 

ugar Co. 
: r. wien The Nickel Processing Corp. is now running this plant 
or you 
r. Prnxiey. That is right, sir. 


GOVERNMENT INVESTMENT IN CUBAN NICKEL CO. 


Mr. Yares. How much of an investment has the Government in 
Cuban Nickel Co. at the present time? 

Mr. Pryxtey. Approximately $44.4 million in plant and facilities 
after depreciation. The original plant cost was around $32 million. 
We spent approximately $12 million on the rehabilitation, the acqui- 
sition of mining equipment, current improvement, ore rights, and 
items of that kind bring the total to about $50 million. Against this 


depreciation and amortization is $5.5 million leaving the present 
investment at about $44.4 million. 

Mr. Yares. I notice the statement in here that out of pocket 
expenses, commonly considered direct operating costs, have been paid 
in full with the receipts from the sale of the nickel. 

Mr. Prvxixy. That is right, sir. 

Mr. Yarrs. How much of the entire original investment has been 
recovered ¢ 

Mr. Pinkiey. We are amortizing—we are charging into our cost, 
amortization of the entire investment on the basis of 17 years from 
the time of starting the new operation. 

Mr. Yares. Do you mean in 1950 or 1951? 

Mr. 1951. 

We would like to discuss that off the record. 

Mr. Yares, If you want to discuss it off the record it is all right. 

(Discussion off the record.) 

. Mr. Yates. After the expansion program is completed, what will 
be your annual yield? 

Mr, Pinkxiey. Approximately 50 million pounds. In other words, 
we have set it up on a 75-percent expansion of the present capacity. 

Mr. Yarrs. As of the present time, is it cheaper to produce the 
nickel through this plant or buy nickel on the open market ? 

Mr. Pinxiey. Well, nickel on the open market today, the direct 
market price is 60 cents for metallic nickel. We do not make it di- 
rectly as metallic, but it is 541, cents. 

Mr. Yares. I don’t know quite what that means. 

Mr. Pinxtey. That is for nickel oxide, the 541, cents a pound, based 
on the nickel content, which is about 77 percent of the Aolat ceamenantiey. 
That is the market price established by International Nickel Co. 

Mr. Yares. It costs you what? 

(Discussion off the record.) 


OPERATION OF PLANT BY NICKEL PROCESSING CORP. 


Mr. Yates. How long a contract do you have with your operator? 

Mr. Five years. 

Mr. Yates. From what date? 

Mr. Prnxtey. From 1951. I think early in 1951. 

Mr. Yates. Is that subject to being renewed by either party? 

Mr. Mansvre. There is no option. 

Mr. Yares. In other words, you will have to negotiate a new con- 
tract at the expiration of this one? 

Mr. Mansvre. Yes. 

Mr. Yates. So it expires 5 years from its date and that will be in 
1956; is that correct? 

Mr. Mansvre. Yes; approximately the first part of 1956. 

Mr. Yates. How much does your operator receive for operating this 
company ? 

r. Pinxiey. One cent a pound. 

Mr. Yares. Is that the so-called management fee? 

Mr. Prnutey. That’s right, sir. Now, he does receive additional, 
for other types of work. He receives a small fee, about $40,000 a 
year under a sales-agency agreement under which he handles all of 
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the sales and the marketing. Also a fee of 14 cent * pound for 
conducting a research program for the development of new processes 
and new materials. 

Mr. Yares. You are required to market yourself or through him? 

Mr. Prnxiry. Our finished product is sold to the steel mills. 

Mr. Yares. For the commercial portion of your operation, it is mar- 
keted through Nickel Processing Corp. ? 

Mr. Pinutey. That’s right. 

Mr. Yares. I notice, here, that the management fee for the period 
July 1, 1952, to 1953, was $305,817.72 ? 

Mr. That’s right. 

Mr. Yates. What is the administrative item which appears here, 
and then it says “New York, $140,000.” 

Mr. Prnxiey. You probably realize that everything we use at Nicaro 
must be purchased in the United States. There is no fuel, there are 
no supplies, there are no materials of any kind available, with the 
ar of very minor quantities in Cuba. This is a purchasing 
office. 

Mr. Yares. A purchasing office of whom? 

Mr. Pinxtey. Of Nickel Processing Corp. 

Mr. Yates. They do all the purchasing for Nicaro? 

Mr. Prnxtry. That’s right. 

Mr. Yares. I notice here “Salaries and wages” for executive—do 
executives of Nickel Processing Corp. receive salaries and wages from 
Nickel Processing Corp. in addition to the management fee? 

Mr. Prnxiey. The management fee of 1 cent would not commence 
to pay our payroll. This is a cost-plus-fixed-fee contract. 

Mr. Yates. This is a cost-plus-fixed-fee contract? 

Mr. Prnxtry. Yes; and the fixed fee is 1 cent a pound. 

Mr. Yares. Is there any incentive to reduce costs under the contract ? 
Usually we have found that the incentive is to the contrary where 
you have a cost-plus-fixed-fee contract. They try to build up the cost. 

Mr. Prnxtry. I think our record of progressively reducing the cost 
of production—and it is on its way down— is the best indication that 
T could give you, there. 

Mr. Yares. Are you satisfied, Mr. Mansure, that the salaries that 
are being received by this company are reasonable ones, and the con- 
tract is a reasonable one? 

Mr. Mansvre. Yes; we are satisfied to that extent, because we feel 
the National Lead Co. is not only a reputable concern but a very 
experienced concern in this field. 

Mr. Yates. You have checked the matter carefully ? 

Mr. Mansure. Yes; but we, of course, are never satisfied and are 
checking it all the time. 

Mr. Yates. Don’t you think this plant should be sold to private 
industry ? 

Mr. Mansvre. I think eventually any operation of this kind should 
not be a Government operation. However, these is the question of 
control, now, on account of the national security, because of the tight 
nickel market, and I don’t think that IT would recommend that plant 
getting out of the control of the Government, at the present time. but 
under ordinary conditions, I certainly would. 
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Mr. Yares. Is the contract subject to renegotiation, at all? The 
contract with the manager. The contract with Freeport. 

Mr. Mansure. No contract with Freeport. That is a straight 
contract. 

Mr. Yates. Is the contract with Nickel Processing subject to renego- 
tiation ? 

Mr. Pinxtey. Nickel is exempt from the Renegatiation Act. 

Mr. Etttor. As I recall, it is not subject to the Renegotiation Act 
as a raw material and I don’t believe there is any contractual provision 
which requires it. 


NATIONAL RESERVE 


Mr. Yares. There has been a list handed me previously of plants 
that are held by GSA, on behalf of the Government, in the National 
Industrial Reserve. The list is as follows: Amco Magnesium plant, 
which has an original cost of $7,361,000, is that being operated at 
the present time / 

Mr. Exx1or. No, sir. 

Mr. Yates. Is this a plant that should be retained by the Govern- 
ment rather than sold to private industry ? 

Mr. Pinker. We are now entertaining some offers. They are not 
too firm or too oe 

Mr. Yates. Are they near the original cost to the Government ? 

Mr. Pinxtry. We haven't even gotten to a point of talking price 
on it yet. These magnesium plants were designed particularly for 
one purpose, and are somewhat of a high-cost plant. 

Mr ATes. You are speaking of the Diamond magnesium plant 
which has an original cost of $15,830,000 ? 

Mr. Pinxiey. That’s right. 

Mr. Yates. The Benjamin Franklin graphite plant of Chester 
Springs, Pa., has an original cost of $854,000, 

Mr. Pinxtey. That plant is actually in operation. It is an experi- 
mental operation, right now, and that operation will go out of existence 
about August. That is the reason it is in here. 

Mr. Yates. The Electro-Metallurgical Plant has cost $21,049,000. 
The Gary armorplate plant at $18,283,000; the Permanente metals 
plant at Manteca, Calif., at $7,310,000. What is the condition of 
? 

Mr. Pinker. Quite good at the present time. Some were of tempo- 
rary construction back in 1941 and 1942 and are commencing to show 
signs of depreciation. 

Mr. Putuirs. Mr. Mansure, yesterday you gave me some informa- 
tion on the shipyards. I think this would be a good place to have Mr. 
Yates put it in the record. 

Mr. Mansvre. It was supplied to the committee for you to check on. 

Mr. Putters. Mr. Mansure had testified that some of these plants 
were in such a state of deterioration that it was actually not worth—— 

Mr. Yates. I thought that was the shipyards. 

Mr. Putiuirs. Well, plants and shipyards. There is a statement by 
Mr. Mansure on the condition of the shipyards which I thought per- 
haps we should not put in the record, but which had something to do 
with Mr. Yates’ present line of questioning. 


. 
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Mr. Yares. I was asking about the condition of the plants and the 
need for keeping them in repair. 

Are these plants being kept in condition where they will bring a 
reasonable market price? 

Mr. PrnkiEy. Yes, I would say they were being kept in condition 
where, if you can find a buyer for a highly specialized plant, they will 
bring a very reasonable sale price. 

Mr. Yates. Are these plants single-purpose plants? 

Mr. Pinkiry. Most of these are. They are all from the last war. 
These are more permanent than the ones that are being transferred 
— os the ordnance plants or explosive manufacturing plants and 
shipyards. 

y Yates. Are they susceptible to conversion to civilian produc- 
tion 

Mr. Prvxiery. Some have been. This Electro-Metallurgical plant, 
we have now leased a fairly considerable portion of it for the manu- 
facture of ferroalloys. 

Mr. Yates. The list I have doesn’t show the Electro-Metallurgical 
plant to have been leased. 

Mr. Prnxtey. I believe it is on the list of leased plants. 

Mr. Yates. I beg your pardon. Here it is. 

Mr. Prykiry. The remainder of the plant is a quarry and some 
extra kilns and things of that kind which are under protective mainte- 
nance by my division. 

Mr. Yares. We have a list of plants on lease. Mr. Chairman, I 
think they should be in the record unless there is objection. 

Mr. Pinker. There is no objection. 

Mr. Putuities. You can put that whole thing in the record if you 
want to. 

Mr. Yates. All right, let’s put the whole thing in the record, be- 
cause it shows the status of the —— that are held by GSA, and 
which are on lease, and the annual rentals. It doesn’t show the term 
of the contracts, though. 

Mr. Prnktey. I can give you that. 

(The statement referred to follows :) 


List of national industrial reserve installations 
PLANTS BEING TRANSFERRED TO THE MILITARY DEPARTMENTS 


Residual ac- 
Facility and location quisition cost 
Ordnance plants: 

Green River Ordnance Works, Dixon, $15, 158, 000 
Gopher Ordnance Works, Rosemount, 10, 006, 000 
Keystone Ordnance Works, Meadville, 31, 070, 000 
Oklahoma Ordnance Works, Pryor, 30, 988, 000 
Plum Brook Ordnance Works, Sandusky, 31, 421, 000 
Weldon Spring Ordnance Works, Weldon Spring, Mo ......-.....---.------.------.- : 37, 139, 000 
West Virginia Ordnance Works, Point Pleasant, W. Va....................--.-- 2... 10, 394, 000 

ssociated chipbulding & Drydock, Seattle, Wash 2, 124, 000 
Chicago Bridge & Iron Plant, Seneca, Ill_...__.....-_- 4, 483, 000 
Wainwright Shipyard, Panama City, Fla... 14, 038, 000 
Western Pipe and Steel Plant, San Pedro, Calif..................---..--.-.------..-..- 5, 076, 000 
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List of national indusirial reserve installations—Continued 
PLANTS FOR WHICH GSA WILL HAVE CONTINUED P. AND M. 


Residual ac- 


Facility and location quisition cost 


Amco magnesium plant, Wingdale, N. Y- $7, 361, 000 
Benjamin Franklin graphite plant, Chester Springs, 854, 000 
Diamond magnesium plant, Painesville, Ohio. 15, 830, 000 
Electro-metallurgical plant, Spokane, Wash__._.___- ke 21, 049, 000 
Gary armor plate plant, Gary, Ind_ 4 18, 283, 000 
Permanente metals plant, Manteca, 7, 310, 000 


PLANTS ON LEASE 


Estimated 
minimum 
annual 
rental 


Air reduction sales plant, Gloucester, N. J. abt | $228, 000 $9, 000 


Leased to Air Reduction Sales Co. for production of oxygen. Rental 
based on production with a minimum annual rental of $9,000. 
Aluminum forgings plant, Erie, Pa_ 8, 517, 000 250, 000 
Leased to Willys Motors, Inc., for produc tion of aluminum and mag- 
nesium forgings. Rental calculated at 6 percent of gross sales with a mini- 
mum annual rental of $250,000. 
Anaconda Copper Mining Co., Columbus, Mont 
Leased to American Chrome Co., for storage of chrome concentrates 
under lessee’s contract with Emergency Procurement Service. Nominal 
rental of $1 per year charged. 
Carlisle Tire & Rubber plant, Carlisle, Pa. 
ae to Carlisle Corp., for production of rubber tires. Annual rental 
of $21 
Domestic Manganese & Development, Butte, Mont_____. 
On permit to Emergency Procurement Service of GSA for use in con- 


Residual 
acquisition | 
cost 


Facility and location 


| 


nection with the manganese purchase program. No rental charged. 
Dow magnesium plant, Velasco, Tex. ___- 

On lease to the Dow Chemical Co. for the production ‘of magnesium 

metal. Rental calculated at 2.25 cents per pound of magnesium pro- 


uced. 
Electrometallurgical plant, Spokane, Wash__ 

Partially leased to Pacific Northwest Alloys, Inc., for the production of 
ferrochrome. Rental based on percentage of gross sales with a minimum 
annual rental of $158,000. 

Magnesium reduction plant, Luckey, Ohio 

On permit to Atomic Energy ommission for the production of beryl- 
lium. No rental charged. 

Nelco metals plant, Canaan, Conn. 

On permit to Atomic ‘Energy Commission for the production ‘of mag- 
nesium calcium. No rental charged. 

Pacific Car & Foundry, Renton, Wash__ 
Leased to Pacific Car & Foundry Co. for production of steel castings. 
Rental based on production with a minimum annual income of $18,000. 
Revere — «& Brass plant, Halethorpe, Md 
to Kaiser Aluminum & Chemical Corp. for production of 
aluminum and magnesium extrusions. Rental based on percentage * | 
sales With a minimum annual income of $250,000. 
Timken-Detroit Axle Co., Detroit, Mich _____ 1, 465, 000 73, 000 
Leased to Jefferson Corp. for storage purposes. “Annual rental $73,000. | 


57, 874, 000 2, 579, 276 


1 Residual acquisition cost reported under “Plants for which GSA will have continued P and M.” 
PLANTS IN OPERATION 


Investment 


Facility and location after 
depreciation 


am, Nickel plant, Nicaro, Oriente, Cuba_- $44, 400, 000 
under a management fee agreement with Nickel Processing Corp. for the 
of nickel oxide. 
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Mr. Yares. Are the plants subject to recapture at any time? 

Mr. Pivxiey. They are subject to the national security clause 
which permits recapture by the Government in 120 days. 

Mr. Yares. Are they for stated periods or varying periods? 

Mr. Pinkiey. They vary from plant to plant. 

Mr. Yates. What are the minimum and maximum terms? 

Mr. Pinker. It depends largely on what comes up and what is 
worked out in the negotiations. 

Mr. Mansvre. What is the shortest and longest terms we have at 
present ¢ 

Mr. Pinker. The air-reduction sales plant is an early lease subject 
to renewal from year to year. 

Mr. Yares. That, I assume, is probably the shortest period ? 

Mr. Piney. Yes. 

Mr. Yates. What is your longest firm period ? 

Mr. Pinxuey. Electro-Metallurgical is a 10-year lease, which has 
2 years to run before it can be canceled, after which—that is a 10-year 
lease from July 1, 1953, and can be canceled on 120 days’ notice. 

Mr. Yates. Why do you make no charges of the Atomic Energy 
Commission ? 

Mr. Pinktey. Atomic Energy Commission is ering that plant 
for production for themselves. We do not charge rental to another 
Government agency. 

Mr. Paiiirs. Would it cost you anything at all? 

Mr. Pinxiey. No. They are using about 40 percent of it. 


BASIS FOR INDUSTRIAL RESERVE PLANT RENTALS 


Mr. Yares. The estimated annual rentals that appear on the state- 
ment handed to me, can those be increased? Are all of these firm 
income to the Government, or can they be increased on a percentage of 
sales basis? 

Mr. Pryxzey. Practically all of these, and the comments under 
each one give the rental terms. These are the minimum rentals, which 
are firm. The rentals are then based on either mrp 1 of gross 
sales, percentage of tons of production or on a comparable commer- 
cial basis. 

Mr. Yaves. Are the rentals sufficient to return the Government’s 
investment over the life of the plant ? 

Mr. Pinxxry. I would question that. 

Mr. Yates. In none of the cases? 

Mr. Pink tery. In some cases we will probably return more, but that 
would be the exception. These are wartime-built plants, with over- 
time costs. 

Mr. Putires. These are plants built for war purposes. In many 
instances they are larger or more sanconhned a located than the 
industry would have built for itself. They are not being used for 
asi Ag se unless we have to go back to war. 

r. Yates. Have you checked these contracts, Mr. Mansure? 

Mr. Mansvre. I haven’t personally checked them. 

Mr. Yares. I mean with regard to the question of whether or not 
the contracts do adequately protect the Government’s interests. 

Mr. Mansure. I would say, yes, sir, that we believe that. How- 
ever, if they could be improved on, we want to do that, but the fact 
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that there are high costs on these operations is why we can’t get a 
better transaction on them. 

Mr. Prnkiry. Also, these plants are 12 years old. 

Mr. Puiups. I guess we will have to say that war is a very expen- 
sive luxury. 

Mr. Exuior. If I could add one other comment: The requirement 
for national-security clause, which stems, of course, from the act it- 
self, is a depressant on the price. 

Mr. Mansure. We can’t give clear title to them. 

Mr. Yares. Is there any way of obtaining a waiver on plants that 
may not be needed / 

Mr. Exuior. We have done that. We have modifications in some 
cases and we have gotten releases in some other cases, in order to effect 
a sale, but we have to go to the Department of Defense to get that. 

Mr. Pinxuiey. May I make one additional comment, sir? 

At each of these plants, the lessee is responsible for full mainte- 
nance of the leased portion. 

Mr. Yates. Do you object to putting this letter in the record. 

Mr. Mansure. No, I don’t. 

Mr. Yares. I would like to have it put in the record. 

(The letter referred to is as follows:) 


GENERAL SERVICES ADMINISTRATION, 
Washington, May 28, 1953. 
Hon. CLare E. HorrMan, 
Chairman, House Committee on Government Operations, 
House of Representatives, Washington 25, D. C. 

Dear Mr. HorrMan: You no doubt have heard a lot about the General Serv- 
ices Administration Nicaro nickel operation, and you may have had called to 
your attention the article in the June issue of Fortune magazine. We want you 
to know that we realize the importance of the successful operation of this prop- 
erty, and its progress is being continuously followed. 

It is the intention of GSA to have available at all times specific information 
for any congressional committee or Members of Congress regarding this matter, 
and we intend to cooperate to the fullest in keeping the public informed on all 
aspects except the costs of operation which, of course, are classified. 

During World War II, the Freeport Sulfur operation of the Nicaro plant ended 
with a deficit. Billiton was chosen as the operator for the following reasons: (1) 
more speed, (2) more nickel, (3) cobalt as a separate metal, (4) lower costs, and 
(5) a management-fee operation by which the Government could gain experience 
in extracting nickel from lateritic ores. Only one other company was competing 
for the contract—American Smelting and Refining Co. Both qualified operators 
were asked if they would enlist Cuban partners and were advised at the same 
time that an agreement to do so was not a requirement. 

A former Cuban senator, Cabinet Member, and Ambassador, Inocente Alvarez, 
attempted to obtain for his group a favored position—first as operator, later 
as partner in Nickel Processing Co. The group sponsored by Alvarez was not 
recognized as qualified operators. When negotiations were completed and ratified 
by GSA, Alvarez was not a member of the corporation. 

The inference that Jess Larson pressured Billiton to deal with National Lead 
is not correct. Mr. Larson suggested that Billiton, a foreign company, bring 
American capital and experience into this operation, and recommended American 
Smelting and Refining or Eagle-Picher, qualified by the Munitions Board. Billi- 
ton turned to National Lead, who had not even been suggested by Mr. Larson. 

The suggestion in the Fortune article that GSA proposed an American partner 
as an afterthought when the rehabilitation was going badly is not correct. As 
a matter of fact, this was recommended when the original letter of intent was 


ed. 
The suggestion that Mr. Larson forced Billiton out of NPC is incorrect. Billi- 
ton’s sale was voluntary. The charge that the operation was 6 months late 
getting started is incorrect. The plant was not restored to production until 
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January 1952 and actually went into full operation in July of that year. It 
is obviously impossible to reopen a plant and get it into full production on the 
day that operations are commenced. Full operation was scheduled for January 
1953, but this was bettered by almost 6 months. 

There is no question as to the cost of rehabilitation as the Fortune article 
infers ; the amount first given was $10.2 million, which was in error. The actual 
figure was $10.4 million, and Fortune was so advised. 

The statement that the plant last December produced 220,000 pounds more 
nickel than ore assayed is not correct. The actual overrun was about 92,000 
pounds. A large part of it was due to a breakdown of the kiln in November. 
The inventory of nickel carbonate was processed and by the end of December 
there was no carryover. The production which remains unaccounted for on 
a statistical basis is actually 45,237 pounds—less than 2 percent of the plant’s 
output—but Fortune erroneously reports the discrepancy to be 500 percent 
larger. Yet all of these figures were submitted to Fortune magazine. 

The statement that Mr. Larson signed amendatory letter No. 9 on his last day 
in office is incorrect. It was signed a week earlier; the January 29 date was 
the day NFC signed and concurred in the terms of the amendment. The date 
of the NPC signing and Mr. Larson’s departure from office was a coincidence. 

The May 26 issue of the Wall Street Journal carried an informative article 
on this operation and the American Metal Market is running a factual story on 
Nicaro next week. 

We fully realize that the operation of the Nicaro plant must continue to 
improve. A meeting is being arranged in my office the first part of June between 
Mr. Langbourne Williams and Mr. Joseph Martino, presidents, respectively, 
of Freeport Sulphur and National Lead, to discuss this entire matter. The 
above information is submitted to keep you informed on this operation and is 
in no way intended to be a defense or explanation of past mistakes. GSA is 
concerned not with digging up what is past, but with the most efficient operation 
possible of this property. Any suggestions you may have or additional infor- 
mation you desire, please call on us. 

Cordially yours, 
EpmuNpD F. Mansure, Administrator. 


Pusuic Service 
PROPOSED CHANGE IN FINANCING LEASED BUILDING SPACE 


Mr. Reynoutps. We came before this committee this year with an 
assumption of what our rent bill will be for next year. We assumed 
the amount of space for next year will be what we go into the year with, 
which is based upon the report of the committee last year. Then that 
is gradually reduced by 3 million square feet over a 12-months’ period 
for 1955. That is a pure estimate on our part. It is based on figures 
by the Bureau of the Budget. Sometimes it is right and sometimes 
it is incorrect. 

We have been trying to work out some scheme whereby rents of that 
character may be considered by the Congress as being reimbursable 
in character so that each department and agency bes be required to 
justify its own space needs at the time it is justifying its estimates 
na rhs time consideration is being made as to what their personnel 
Wi 

Mr. Meptey. It would be just like the agencies do on their supplies 
and materials. 

Mr. Puixiirs. That is the way it used to be with rents. The agen- 
cies used to come in and justify their own rents and then later we 
turned all the rents over to you on the assumption that you could 
operate as a pooled-rental proposition more cheaply than the various 
agencies, who would go to different appropriations subcommittees and 
get the space O. K.’d. I think we ought to leave it in your hands. 
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Mr. Mepuey. I believe that was before space control and leasing 
were put into one agency. 

Mr. Puuures. Let me understand this: You want to retain your 
authority and your responsibility for the proper usage of space, but 
you want each agency to justify its own requirements and pay for 
them 

Mr. Mansure. We believe some agencies use a greater amount of 
space than they need because they will not have to pay for it. I think 
that is well worth giving thought to. 

Mr. Putmures. We should make them justify the space and charge 
it to them. However, ever since GSA has taken over space manage- 
ment, there has been a tendency to say that it doesn’t cost them any- 
thing so they can get an extra 10,000 square feet of space. 

Mr. Mepiey. We thought it was something that the committee could 
consider and it would probably be 1956 before we could implement it. 

Mr. Reynoips. Also we would recommend that studies be made to 
extend that _—_—e to Government-owned space; that is, every 
agency would pay rent so that there would be no subsidy for any 
department or agency of government. 

Mr. Puitirs. We will return to the justifications and try to finish 
everything except Archives and the return visit from Mr. Waldo. 


Expenses, GENERAL Funp 


Amounts available for obligation 


| 
1953 actual | 1954 estimate | 1955 estimate 


OF $14, 536, 500 | $13, 924, 500 $13, 100, 000 
ransferred from— 
“Administrative, medical, hospital and domiciliary sery- 


ices, Veterans Administration,’’ pursuant to 5 U. 8. C. 
630e 


“Operating expenses, public buildings service, General 
Services Administration,’ pursuant to 5 U. 8S. C, 8, 000 
Adjusted appropriation or estimate_-_...........-.--- 14, 550, 250 13, 932, 500 | 13, 100, 000 
Reimbursements from other accounts_.--..........--- sclishiniiaiiotea 165, 195 187, 200 187, 200 
Total available for obligation ___..................-.--.- 14, 715, 445 14, 119, 700 13, 287, 200 
Unobligated balance, estimated —838, 755 —325, 000 |-..---. 
Obligations incurred. 13, 876, 690 13, 794, 700 13, 287, 200 
Comparative transfer to ‘Operating expenses, Federal Supply 
Service, General Services Administration’. — 562, 807 


Total 13,313,883 | 13, 794,700 287, 200 


| 
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Obligations by activities 


Description 1953 actual | 1954 estimate | 1955 estimate 
Direct Obligations 
sp $5, 278, 288 | $5, 005, 600 $5, 045, 800 
2, 070, 585 1, 927, 000 1, 942, 000 
3. Space and related costs..................-.--.---- oe 1, 870, 963 2, 941, 000 2, 500, 000 
5. 60, 351 120, 500 120, 
6. yen chen 3, 013, 305 3, 053, 400 2, 912, 200 
12, 911, 194 13, 607, 500 13, 100, 000 
Acquisition of office equipment from the “General supply 
13, 148, 688 13, 607, 500 13, 100, 000 
Obligations Payable Out of Reimbursements From Other Accounts 
Total obligations payable out of reimbursements from 
13, 313, 883 13, 794, 700 13, 287, 200 
Obligations by objects 
Object classification 1953 actual | 1954 estimate | 1955 estimate 
Summary of Personal Services 
Total number of permanent positions. ...................----- 2, 463 2, 265 2,244 
Full-time equivalent of all other positions... 36 44 15 
Average number of all employees--.................-.-.-.-.--- 2, 291 2, 228 2, 146 
Average salaries and grades: 
General schedule grades: 
$4,072 $4, 133 $4, 211 
Crafts, protective, and custodial grades: 
$2, 873 $2, 941 $2, 974 
Ungraded | positions: $3, 399 $3, 485 $3, 485 
Personal service obligations: 
926, $8, 779, 885 702, 388 
102, 673 128, 835 49, 615 
Regular pay in excess of 52-week base................---.. 37, 397 34,960. 4, 833 
Payment above basic rates.............----..-----------.. 156, 998 2, 6: 564 
Total personal service obligations. .........-..-..---.... 9, 223, 552 8, 946, 300 8. 787, 400 
Direct Obligations 
9, 083, 299 8, 796, 100 8, 637, 200 
80, 396 94, 200 93, 100 
04 Communication services. ...................-............. 188, 831 204, 800 212, 500 
1, 664, 904 2, 401, 800 2, 432, 000 
290, 299, 500 299, 900 
07 Other comtrnetual corvicss................................. 1,018, 524 1, 226, 900 1, 008, 900 
Services performed by other agencies_............-.-.._- 19, 562 8, 100 8,100 
232, 420 238, 100 222, 200 
237, 494 17,800 17, 200 
15 Taxes and assessments...............-.-.-------.-.-2---2- 28, 476 28, 600 27, 900 


Total direct obligations 18,148,688 | 18,607,500 | 13, 100,000 


sissssss 
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Obligations by objects—Continued 


Object classification 1953 actual | 1954 estimate | 1955 estimate 
Obligations Payable Out y- Reimbursements From Other 
ccounts 
a $140, 253 $150, 200 $150, 200 
03 Transportation of things. 356 1,000 1,000 
04 Communication services : 2, 270 1,300 1,300 
.Bomts anc 779 800 800 
06 Printing and reproduction.-.....................--..--...- 405 500 500 
@7 =Other contractanl 12, 820 15, 500 15, 500 
7, 961 17, 200 17, 200 
tan 346 400 400 
Total obligations ——_ out of reimbursements from 
165, 195 187, 200 187, 200 
Total 13, 313, 883 13, 794, 700 | 13, 287, 200 
Analysis of expenditures 
1953 actual | 1954 estimate 1955 estimate 
Unliquidated obligations, start of $1,865,611 | $1,609,559 $1, 307, 259 
Adjustment in obligations of prior 
Obligations incurred during 13, 876, 600° 13, 794, 700 | 13, 287, 200 
15, 899, 298 15, 404, 259 14, 594, 459 
Deduct: 
Reimbursements. 165, 195 187, 200 187, 200 
Unliquidated obligations, end of | year_. OE A 1, 609, 559 1, 307, 259 1, 274 759 
13,909,800 | 18, 132, 500 
Expenditures are distributed as follows: 
Out of current authorizations. ..............__. ‘xine 12, 345, 132 12, 461, 000 11, 940, 000 
Out of prior authorizations....-...............-.-------.. 1, 779, 412 1, 448, 800 1, 192, 500 


Mr. Puitues. We will turn to page 116 of the justifications and in- 
sert pages 116 through 119 in the record. 


EXPENSES, GENERAL SUPPLY FUND 


13, 932, 500 


APPROPRIATION LANGUAGE 


“Expenses, general supply fund: For expenses necessary for operation of the 
general supply fund (except those authorized by law to be charged to said fund), 
including contractual services incident to receiving, handling, and shipping 
warehouse items; not to exceed $250 for purchase of newspapers and sppeepent 
and not to exceed [$157,450] $93,100 for expenses of travel; [$13,924,5¢ i | 
$13,100,000: Provided, That during the current fiscal year the "general supply 
fund shall be available for the purchase of not to exceed twenty-five passenger 
motor vehicles for replacement only: Provided further, That funds avail- 
able to the General Services Administration for the current fiscal year shall be 
available for the hire of passenger motor vehicles.” 


GENERAL STATEMENT 


This appropriation provides for the operation of the nationwide supply system 
wheréy-commormuse commodities.and services are sold to agencies at cost, from 


| 
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stores stock or by direct delivery, whichever is more economical. Costs of 
goods and services are initially financed from the revolving general supply fund, 
subject to reimbursement by the ordering agencies. Sales for 1955 are esti- 
mated at $142,484,000 as compared to $135,246,000 in 1954 and $125,736,834 in 
1953. The modest increase programed in 1955 over 1954 reflects the net effect of 
partial implementation of the Administration’s program for greater use of these 
supply facilities by the Department of Defense less general reductions in civil- 
ian agency supply support due (1) to reduced program levels and (2) the Admin- 
istration’s directive requiring maximum utilization of agencies’ inventories. 
While total sales in 1955 are 5.4 percent over 1954, the ratio of operating costs to 
sales reflects a reduction of 8.6 percent, including 5.5 percent from improved 
business management and 3.1 percent representing certain redistribution costs 
nonrecurring in 1955. Savings through volume purchasing, consolidated ware- 
housing, and repair and motor pool services are estimated at $37.6 million in 
1954 and $38.4 million in 1955.” (From the budget for 1955.) 

Sales and services to Government agencies under the general supply fund fall 
into 4 groups: (1) Stores items purchased and stocked in the nationwide stores 
system of GSA, including the fuel yard, to be issued to agencies upon requisition, 
(2) direct delivery sales in which purchase is made by GSA for delivery di- 
rectly to ordering agencies, (3) products of automotive, furniture, and type- 
writer repair shops, and (4) motor and equipment pool services. 

During latter part of fiscal year 1953 GSA assumed supply support for over 
800 common-use items involving issues of approximately $2 million per annum, 
from Veterans’ Administration. Concurrently, procedural arrangements were 
being developed by selected task groups to provide for progressive and orderly as- 
sumption by GSA of supply responsibility for procurement, storage, and distribu- 
tion of common-use civilian type items for Department of Defense under the 
agreement signed November 28, 1952, by Secretary of Defense, Director, Bureau 
of the Budget, and Administrator of General Services. 

Substantial progress has been made in developing working arrangements with 
the military. While it is not yet possible to accurately predict the timing and 
total volume of business which will ultimately be assumed by GSA, provisions 
are made for partial implementation of the takeover late in 1954 and continuing 
on a limited basis in 1955. Concurrently with this development, it is expected 
that the President's directive to heads of all agencies requiring maximum utili- 
zation of their existing inventories and the general reduction in program levels 
for many agencies will cause a corresponding reduction in civilian agencies sup- 
ply requirements. Effect of these two divergent factors on programs of the 
a for 1954 and 1955, and comparisons with 1953, are shown in the following 
table: 


Percent 
change, 1954 
to 1955 


Store sales: 
Military agencies $23, 100,000 | $26,345,000 | $29,870, 000 
32, 788, 231 30, 655, 000 


Total, store sales 


Direct delivery sales: 
Military agencies 
Civilian agencies 


Total, direct delivery sales 74,781,000 


Services: 
Repair shops 1, 184, 850 
Motor equipment pools 1, 223, 023 

Total, services 2, 407, 873 


133, 077, 104 | 1 135,246,000 | 142, 484, 000 


1 Includes $7,340,270 reflecting net undelivered orders. 


Sal 
+13.4 
—5.0 
| >= as 55, 888, 231 57, 000, 000 59, 000, 000 +3.5 
4, 861, 000 22, 850, 000 33, 200, 000 +45.3 
ea enn 69, 920, 000 52, 850, 000 47, 500, 000 —10.1 
75, 700, 000 80, 700, 000 +6.6 
1, 042, 000 864, 000 —17.1 
1, 504, 000 1, 920, 000 +27.7 
| 2, 546, 000 2, 784, 000 +9.3 


In establishing these program objectives for 1955 application of the President’s 
instructions for holding appropriation estimates to bare minimum levels was 
strictly adhered to. All intangibles were resolved in favor of economy by 
eliminating all provision therefor from the estimate. In so doing it is realized 
that two major calculated risks are being taken: (1) That civilian agency 
supply will not reduce as much as estimated above, and (2) that military busi- 
ness will increase beyond the capacity which GSA can absorb within the esti- 
mate. If actual experience does not bear out realization of the assumptions, 
and a substantially greater volume of business must be handled, it may be neces- 
sary to request supplemental funds to provide for increased operations. 

Analysis of sales by method of handling and comparisons of inventory, stores - 
depot space, and other operations of the GSF is shown on the following page. 


| 

Estimated Percent 

Actual change, 
1953 


1954 to 
1954 | 


1955 1955 


Sales of commodities, by method of handling (millions), 
total $139. 7 +5.3 


Capital, appropriated and donated (millions), total _ _- 


Inventories at end of year: 
Stores depots 
Fuel yards 
Other 
Equipment in use duane 
For financing payables 


Stock turnover (rate end of year) 
Space (1,000 square feet end of year) 


Purchases (millions), total 


awlell! | 


Inventory and replinishment 
Direct delivery 


Inspections, tests, ete. (number) 
Sales of services (shops and equipment pools (millions)). 
T otal positions (average employment) 
Total expense (millions) 
Total savings and economies (millions). __. 
Savings and economies per dollar of total expense_____ -- $2. 93 


Ratio of expenses to total sales: Percent Percent 
FSS operations (excluding wow. i 5 
Administrative operations _- 


Total, operations (excluding space) _ _- 
Space 


Significant facts in comparison of 1955 with 1954 are as follows: (1) Sales are 
up 5.3 percent, (2) number of inspections is up 5.7 percent, (8) shop and equip- 
ment pool services are up 12 percent, but (4) personnel for performing these 
increased operations is reduced 4.1 percent and total expenses are reduced by 
3.7 percent. 

Considering overall cost of procuring and handling supplies and furnishing serv- 
ices under the GSF, including lower prices obtained on large-scale purchases, 
elimination of new purchases of furniture and equipment through repairs and 
rehabilitation, and economies from motor-pool-operations savings are estimated 
to increase from $37.6 million in 1954 to $38.4 million in 1955. 

As compared to 5.3-percent increase in sales during 1955 the ratio of total 
operating costs to sales is decreased by 8.6 percent, of which 5.5 percent repre- 


sents improved business management and 3.1 percent certain costs nonrecurring 
in 1955. 
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| — 
4.9 | $4.9] 
05.2 | 21.0 2.0 |...... 
2.4 2.6 | 2.5 | —3.8 
15.2 | 20.0 | 20.1 | +.5 
3, 871 | 3, 27 | hid 
$120.2 | $131.0 | $140.0; + 
| 74.8 | 75.7 80.7 | + 
990,931 | 233,552} + 
$2.5 $2.8 +41 
2, 228 2, 146 _ 
$13.6 $13.1 
| $37.6 $38. 4 + 
} $2. 76 $2. 93 + 
Percent 
4 5. 40 | —4.3 
5 2.04 | —9.3 
1. 40 | all 1.75 —19.4 
Total, including 9.71 | 10.06 9. 19 | —8.6 
| 
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Summary reconciliation of 1955 estimate to 1954 funds 


A. 1954 funds: 
Appropriation in annual act $13, 924, 500 
Transfer from “Operating expenses, PBS” 8, 000 


Total 1954 funds 13, 982, 500 
B. Additions to 1954 program : 
Cost of increase in sales from $135.2 to $142.5 


Subtotal 14, 461, 700 
C. Deductions from 1954 program: 


Estimated surplus in 1954 

Economies from improved management and effi- 
ciency, net 

Nonrecurring costs 

Shift of 25 positions to other appropriations to 
reflect adjustments for workload 


Total estimate for 1955 


Analysis by activities 


. Direct order purchasing 

. Space and related costs_.._._- 

. Direct order inspection... _ 

. Equipment - 
6. Administrative operations ! | 


. Stores operations_. : 


1 Includes cost of penalty mail. 


Detailed estimates for each of the activities financed from this appropriation 
are presented on a performance basis on the following pages. 


Srores OPERATIONS 


Mr. Puiuirs. Your first activity is “Stores operations.” Insert 
here pages 120 and 121. 


Expenses, GENERAL Suppity Funp 


1. Stores operations 


Average employment 


Amount D 
epart- 
ment Total 


52.4 1, 020. 4 
—0.8 —8.8 


51.6 1,011.6 


Increase cost of penalty mail________-_________- 9, 600 
—————_ 529, 200 
$325, 000 
495, 700 
441, 000 
100, 000 
———_ 1, 361, 700 
1954 | Net change 1955 
1 os, enen | +$40, 200 $5, 045, 800 
1,927,000 | +15, 000 1, 942, 000 
2,941,000 —441, 000 2, 500, 000 
560, 000 | +20, 000 580, 000 
120, 500 | —500 120, 000 
3,053,400 |  —141, 200 2, 912, 200 
13, 607, 500 | —507, 500 13, 100, 000 
| 
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HIGHLIGHT 


“Stocks of common-use commodities are received, warehoused, and sold at cost 
to agencies through a nationwide decentralized system of stores depots. While 
the increase in line items on stores sales for 1955 over 1954 is estimated at 1.6 
percent, operating costs increase only 0.8 percent’’ (from the budget for 1955). 

Although average monthly stores sales through February 1953, adjusted to 
include fuel, were at an annual rate of $50 million, beginning in March the initial 
stages of implementing the transfer of supply support for common-use items from 
the military resulted in progressively increasing sales to an annual rate of $69.2 
million per year for the last quarter of 1953. Within this range, actual sales for 
the vear totaled $55.9 millton. 

The program for 1954 contemplates a slight increase in sales from $55.9 million 
in 1953 to $57 million, reflecting: (1) Continued progressive assumption of supply 
responsibility for common-use requirements of Post Office Department and the 
military, (2) full year sales for 800-odd commodities taken over from Veterans’ 
Administration late in 1953, and (3) strengthened regulations making it manda- 
tory for civilian agencies to use the stores depots for items carried in the Stores 
catalog. The foregoing will be offset in part by general reductions in civilian 
agency supply support due to reduced program levels and maximum utilization 
of their inventories. 

The estimate for 1955 makes provisions for further reductions in sales antici- 
pated from President's budgetary instructions requiring maximum consumption 
by all agencies out of their inventories. However, continued progressive ex- 
pansion of service to the military, although still on a partial basis, will result 
in small net increase in sales to $59 million. It is proposed to absorb 50 percent 
of expense of handling this increased workload through improved operations 
and increased efficiency. 

Stores and fuel inventories under GSF were reduced from $29.4 million at 
end of 1952 to $26.2 million at end of 1953, with an end-of-year stock turn of 
2.6 times. Close controls of inventories will be maintained with concurrent 
increases in stock turn. The objective is a further reduction in inventory by 
end of 1954 to $22.0 million at a stock turn of 3 times. Based on a 3-times stock 
turn, volume of sales anticipated in last quarter of 1955 can be handled without 
increasing inventory. 

Price economies passed on to Federal agencies in 1953, based on goods sold, are 
estimated at $26.3 million. The programed sales expansion is expected to in- 


crease economies to $26.8 million in 1954 and $27.7 million in 1955. 


JUSTIFICATION 


Inventory management, receiving, stocking, and issuing common-use commodi- 
ties to ordering agencies through GSA stores depots, are included under “Stores 
operations.” 


1953 


1954 1955 


Line items on stores orders processed _- eee Pee re 1, 778, 247 2, 051, 100 2, 084, 100 
Unit cost per line item processed $2. 97 $2.44 $2. 42 


$5, 278, 288 $5, 005, 600 


$5, 045, 800 


The unit of work measurement is a “line item on stores orders processed” con- 
sisting of (1) line items on invoices prepared for issues from warehouse stocks, 
(2) line items on delivery tickets for truck deliveries of fuel, and (3) line items 
on receiving reports for fuel delivered directly from source of supply. 

During 1953 stores sales of $55.9 million involved 1,778,247 line items. The 
$57 million sales objective for 1954 will require performance of 2,051,100 line 
items, at reduced costs resulting from improved management practices and 
increased efficiency. The 1955 sales program of $59 million will require per- 
formance of 2,084,100 line items. About 50 percent of the 33,000 additional line 
items in 1955 will be absorbed with no increase in costs through further manage- 
ment improvements and increased efficiency. 
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EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See condensed green sheet schedule) 


Personal services and staffing, $3,794,460—As compared to an increase of 1.6 
percent in line items in 1955 over 1954, employment decreases 0.9 percent. 

Other objects, $1,251,340.—Includes $22,700 for travel, based on 1,135 days at 
$20 per day by Central Office officials rendering technical guidance and assistance 
to regional offices and by regional officials at each of 12 locations for travel to 
offices of other agencies in their respective areas for service extension and im- 
provement ; $137,750 transportation charges incurred for interdepot transfers of 
stock to promote maximum utilization of inventories ; $241,300 for rental of stores 
depot materials-handling equipment from the GSF ; $137,640 for printing the stores 
stock catalog, flyers, forms, procedures, and regulations; $492,570 for contrac- 
tual services, including motor pool services furnished by the GSF; $110,000 for 
packing and crating materials, and pallets ; and $109,380, representing 2.2 percent 
of the estimate, for normal office expenses. 

Mr. Puities. On page 120, your estimate of saving in the past on 
“Stores operations” was about $30 million, as I recall, and for next 
year you expect to run about $26 million, or $27 million. 

Are those on two different operations ? 

Mr. Friatiey. Yes, sir. The $30 million was from supply schedule 
contracts. 

Mr. Puutirs. It is just a coincidence that they are that near 
together. 

This is on stores and fuel sales and the stores’ operations alone and 
not in the procurement? The other was procurement ? 

_Mr. Fiatiey. The other is from supply schedule contracting, yes, 
sir. 

Mr. Puaitrs. You have an expansion of $500,000 savings for next 
year. 

Mr. Fiariry. We expect to move into supplies for the military next 
year, Mr. Chairman. 

Mr. Prituies. You are an optimist. 


SPACE IN SUPPLY DEPOTS 


Speaking of warehousing, how about this warehousing for the 
military? How many warehouses has the military? If you take 
over military purchasing are you going to come up and ask us to 
build you more warehouses? 

Mr. No, sir. 

Mr. Puitiis. Are you going to get warehouses from the military? 

Mr. Fuatiry. No, sir, we already have stores depots in 12 locations. 

Mr. Puuuies. With room in them? 

Mr. Fuattey. Yes, sir. 

Mr. Mansvure. I would like to answer on that, that our present 
stores depots contain too much space for the current rate of business. 
That space was obtained so as to be available for the military com- 
mon use item supply. That is how that can be handled this year. 


Direct Orper Purciastne 


Mr. Priturs. Put pages 123 and 124, and page 126—“Space and 
related costs.” 
(The pages are as follows :) 
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Expenses, GENERAL Suppty Funp 


2. Direct order purchasing 


Average employment 


Department Total 


388. 6 


382.9 


$1, 927, 000 
+15, 000 


1, 942, 000 


HIGHLIGHT 


“Commodities are procured to maintain sufficient inventories and for direct 
delivery to agencies. While line items purchased are estimated to increase by 
4 percent in 1955 over 1954, operating costs increase only 0.8 percent” (from the 
budget for 1955). 

Where advantageous, articles of common use including fuels are procured 
through the general supply fund for distribution to agencies either through 
GSA’s stores system or for direct delivery from vendors to customer agencies. 
Purchase activity is conducted on a decentralized basis not only to encourage 
participation by small business and other local concerns in supplying needs of 
the Government, but also to reduce transportation costs and expedite deliveries. 
Procurement policies and methods are prescribed as aids to executive agencies. 

The extent of purchases for stock replenishment is determined from stores- 
sales program discussed in the stores-operations activity. On the other hand, 
direct delivery purchases involve no stock handling and are separate and apart 
from stores operations. 

During 1953 replenishment purchases of stores and fuel yard stocks totaled 
$45.4 million which, together with consumption of inventories and due-ins pro- 
vided for store-sales program of $55.9 million discussed in the preceding activity. 
Purchases for stock replenishment of $55.3 million and consumption of $1.7 
million of inventories and due-ins are required to provide for $57 million store 
sales programed for 1954. 

The estimate for 1955, as related to store-sales program of $59 million, pro- 
vides for stock purchases and due-ins of $59.3 million. Direct delivery purchas- 
ing (including direct delivery purchasing of stores items) amounted to $74.8 
million in 1953 and is expected to increase to $75.7 million in 1954 and $80.7 
million in 1955. 

Price economies resulting from consolidated purchasing for the warehousing 
and distributing function are reflected under “Stores operations” activity. Price 
economies resulting from the direct-delivery program amounted to $10.6 million 
in 1953 and are estimated at $9 million in 1954, and $8.6 million in 1955. The 
decline in price economies on an ascending purchase program reflects the effect 
of reduction in purchases for civilian agencies as against an increase for the 
military establishments on which the price differential is narrower. 


JUSTIFICATION 


1953 1954 1955 


Line items 


Performance cost 


436, 807 
$4.74 


424, 350 
$4. 54 


441, 300 
$4. 40 


$1, 927, 000 


$1, 942, 000 


$2, 070, 585 


The line-items unit of work measurement consists of the number of line items 
appearing: (1) On purchase orders issued to suppliers for (a) the purchase of 
new stock items, (b)replenishment of stores depot and fuel-yard stocks, and 
(c) shipment of items direct to users; and (2) on term contracts other than those 
in the Supply Schedule Contracting program discussed under “Operating ex- 
penses, FSS.” 


| Amount — 
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As compared to a 6.9 percent increase in dollar volume of purchases in 1955 over 
1954 the line item workload is estimated to increase by only 4 percent. It is pro- 
posed to absorb this 4-percent increase in workload at an 0.8 percent increase in 
performance costs through improved management and increased operating 
efficiency. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See condensed green sheet schedule) 


Personal services and staffing—1,694,500.—As compared to 4 percent increase 
in workload in 1955 over 1954, employment decreases 1.5 percent. 

Other objects—$247,500.—Includes $7,200 for travel, based on 360 days at $20 
per day, including travel by central office officials to regional offices to render 
technical guidance and assistance, and by regional officials to customer-agency 
offices for service extension and improvement and to assist agencies in solving pro- 
curement and supply problems; $114,100 for reproduction of invitations for bid 
and other purchase documents ; $22,100 for other contractual services including 
payments to the general supply fund for use of motor-pool vehicles ; and $104,100, 
representing 5.4 percent of the estimate, for normal office expenses. 


Space Renatrep Costs 
Expenses, GENERAL Suppty Funp 


8. Space and related costs 


Average employment 


$2, 941, 000 
—441, 000 


2, 500, 000 


HIGHLIGHT 


“The modest increase in stores sales program in 1955 over 1954 requires no 
augmentation of inventories. Accordingly, no additional warehouse space is 
programed” (from the budget for 1955). 

Provides for rental of stores depot space; related utilities and building serv- 
ices; and certain nonrecurring costs such as alterations, repairs, and improve- 
ments to Government-owned or leased stores depot space, and moving of stocks 
and equipment to new space, where necessary. 

To maintain appropriate balance between space occupancy and sales objec- 
tives, maximum subleasing of space not fully utilized has been programed, 
requiring a redistribution of inventories during 1954. As a result of these 
efforts the space utilized per million dollars of sales will be reduced from 57,603 
square feet in 1953 to 51,203 square feet in 1955, a reduction of 11.1 percent. 


Performance cost 


1953 


6) Janitorial, guard service, and other cos 


& Space rental and utilities $1, ban = 
¢) Alterations, repairs, and improvements 112, 454 


Total cost or estimate 1,870, 953 


(a) Space rental and utilities, $2,035,000.—The 1955 program of stores sales of 
$56 million, excluding fuel, will reach a peak annual rate in the last quarter of 
$64 million requiring an inventory of $21 million at 3 times stock turn. Space 


Amount 
Field Total 
i 
| 1954 1955 
$2,026,000 | $2, 035, 000 
915, 000 465, 000 i 
| 2,941,000 | 2, 500, 000 
JUSTIFICATION 
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required for this inventory is 3,277,000 square feet, reflecting no net change 
from 1954. 

The slight increase in space costs in 1955 over 1954 results from annualizing 
leased space occupied only part year in 1954 at Washington, D. C., and Atlanta, 
Ga., less adjustments incident to subleasing excess space. 


Summary of space requirements 


| 1953 1954 | 1955 
| 


Total space occupied at end of year - 3, 870, 983 3, 277, 000 | 3, 277, 000 
uct. Government-owned space.._.._._._...........-do...- 1,371, 430 927, 000 | 927, 000 
Leased space . 2, 350, 000 2, 350, 000" 
Average cost per square foot. . $0. 84 | $0. 85> 


space and _| $1,353,531 | $1,975,100 | $1, 986, 400° 
Utilities in Government-owned space $54, 916 $50, 900, $48, 600" 


Total space and utilities $1, 408, 447 $2, 026, 000 | $2, 035, 000 
Peak sales rate annualized (excluding fuel) in 1 millions of 

dollars) $67.2 $64 $64 
Square footage per million dollars of sales_ = 57, 603 51, 203 51, 203 


1 Lapsed to reflect part year occupancy of space. 


(b) Janitorial, guard service, and other costs, $465,000.—Provides basic needs 
for janitorial, guard, and automatic alarm service, annualized for full year 
eccupancy. 

(c) Alterations, repairs, and improvements.—None anticipated. 

Mr. Puuuies. On page 126, does that third paragraph indicate you 
are going to be able to release some warehouses ? 

Mr. FLatiey. It means we are going to be able to release some space 
in the present supply depots, Mr. Chairman. 

Mr. Pius. That is leased warehouses ¢ 

Mr. Fuatiery. Yes, sir. 

Mr. Putiurres. Do you know how much that would be? It is not the 
release of total w: irehouse, it is just the release of space that you are 
renting in some private warehouses ¢ 

Mr. Fiatiey. That’s right, it is an adjustment. 

Mr. Prtuips. You don't have a figure for that, do you? 

Mr. Fuiatiey. Yes, sir, we can furnish a table for the record. 

Mr. Priirs. Please include that. 

(The table referred to is as follows :) 


Warehouse space—GSA supply depots 


{In square feet] 


Revised 
pa Further ad- | space re- 
justments quirements 
required June 30, 
1954 and 1955 


Gross space 


1, 091, 743 —910, 349 


| 
| 
Locations 
conse 344, 000 50, 793 —11, 207 282, 000 
571, 000 102, 304 —228, 196 240. 000 
360, 254 75, 416 —123, 838 161, 000 
560, 000 201, 736 —117, 264 |- 241, 000° 
: 5, 279, 092 3, 277, 000 
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Mr. Puiups. You better tell us why your costs are going up so 
much. Average cost per square foot 54 cents in 1953, 84 cents in 
1954, and 85 cents in 1955. That is on page 126. 

Mr. Jumonvitte. I would like to answer that, Mr. Chairman. In 
the earlier years, the acquisition of space was staggered at different 
intervals during the year, so the 54 cents doesn’t represent an annual 
rate but rather the amount we actually had to pay. 

Mr. Putuirs. Then it isn’t a comparable figure. 


Direct Orver INsPecrion 


Insert in the record pages 128 and 129. 
(The justifications are as follows :) 


ExpENsEs, GENERAL Suppty Funp 


4. Direct order inspection 


Average employment 


Depart- 
ment Field 


$560, 000 


+20, 000 


8. 


86. 6 
+3.0 


580, 000 | 


7. 


9 


89.5 


HIGHLIGHT 


“Delivery of commodities of specified standards is insured by inspections at 
contractors’ plants or General Services Administration stores depots, laboratory 
tests, and analyses of samples prior to acceptance. Compared to a 5.7 percent 
increase in workload over 1954, the cost of inspection increases only 3.6 percent” 
(from the budget for 1955). 

Program is geared to stock replinshment and direct delivery purchasing pro- 
grams discussed under the direct order purchasing activity ; 1954 program limits 
inspection at manufacturers’ plants to selected items purchased on a consoli- 
dated basis for stock replenishment and selected nonstores stock items for direct 
delivery. Estimate for 1955 provides continuation on a selective basis, but 
proposes increased performance at reduced costs. 


Performance cost 


1953 1955 


$169, 800 
240, 970 
149, 630 

19, 600 


580, 000 


(a) Inspections: FSS stores depots $199, 717 
(b) Inspections: Manufacturer’s plant 


3 Tests: GSA laboratories 


617, 712 


The foregoing functions are not performed concurrently and are not subject to 
meastrement by the same workload. Accordingly, each is discussed separately. 


Amount 
Total 
$176, 990 
218, 980 
43, 947 28, 500 
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JUSTIFICATION 
(a) Inspections—FSS stores depots 


1953 1954 1955 


Units performed 
Unit cost 


156, 092 
$1. 28 


160, 500 
$1. 10 


164, 850 
$1. 03 


$199, 717 


$176, 990 


$169, 800 


Inspections are made of commodities received at GSA stores depots, except 
lots previously inspected at manufacturers’ plants. Slight increase in 1955 over 
1954 is in line with additional stock replenishment purchases discussed in di- 
rect order purchasing activity. Reduction in unit and performance costs in 
1955 reflects continued operational efficiencies. 


(b) Inspections—manufacturer’s plant 


1955 


Units performed a 50, 570 56, 913 
Unit cost $4, 33 $4. 23 
Performance cost | $282, 871 


$218, 980 $240, 970 


Inspections are made of large volume or bulky items at place of manufacture 
to obviate multiple inspections and testing at stores depots or delivery inspee- 
tion by receiving agencies. Material rejected at contractor’s plant may be re- 
worked or replaced to permit faster delivery of acceptable material, thus elimi- 
nating handling and storage of rejected material at destination. Approval of 
material in contractor’s plant speeds up payments to contractor, eliminating 
loss of discounts. 

Increased workload in 1955 over 1954 is in line with expanded purchasing 
program and is partially absorbed by reduced unit costs. 


(c) Tests—GSA laboratories 


Units performed 6, 689 8,911 
Unit cost $21. 26 $15. 21 


$141, 177 $135, 530 | $149, 630 


A unit represents a test or analysis of an item in GSA regional laboratories 
to determine by scientific means physical or chemical properties of a sample to 
assure adherence to contract specifications. 

Tests requiring use of special equipment or a high degree of special tech- 
nical skills are “formed out’ to other government laboratories having such 
equipment or skills. (See next item.) 

During 1953, 4 laboratories were in full operation and 3 laboratories in 
partial operation. During 1954, 6 laboratories will be in full operation and 
2 laboratories in partial operation. No laboratories will be established in 
the 2 remaining regions or in the 2 district locations. In lieu thereof services 
of the nearest GSA laboratories will be utilized for tests. In 1955, 8 labora- 
tories will be in full operation. Reduction in unit costs reflects increased 
efficiency. 


| 
Performance — — — 

| 1953 (1954 | 

1953 1954 | 1955 
11, 136 
| $13. 44 
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(d) Tests—other laboratories 


1954 


Units performed 950 
Unit cost ; $30 


$43, 947 $28, 500 $19, 600 


The number of tests which it will be necessary to farm out decreases in 1954 and 
1955 as increased acceptance testing service is performed by GSA laboratories. 


Explanation of distribution by objects 
(See condensed green sheet schedule) 
Personal services and staffing, $487,400.—Compared to a 5.7 percent increase in 


workload over 1954 employment increases only 3.1 percent. Distribution of 
positions follows: 


1955 


Depart- Depart- 
ment Field ment 


(a) Inspections, FSS stores denot 

b) Inspections, manufacturer’s 
¢) Tests, GSA laboratories 

d) Tests, other laboratories 


Other objects, $92,600.—Includes $32,000 for 1,600 travel days at $20 per day 
for 38 inspectors; $9,100 for rental of laboratory equipment from the GSF; 
$19,600 for tests to be performed by other agencies; $15,000 for supplies and 
materials necessary for laboratory testing; and $16,900, or 2.9 percent of esti- 
mate, for normal office expenses. 

Mr. Puitirs. Page 128, the first paragraph, quoting from the 
budget, I would like to have an idea of the extent of this inspection 
service: Depots, laboratories, analysis of samples prior to acceptance. 
Compared to a 5.7 percent increase in workload, the cost of inspection 
increases only 3.6 percent, but I don’t believe I have a figure to show 
what that is in actual inspections. 

Mr. Meptry. Yes, Mr. Chairman. The actual inspections per- 
formed are shown on page 128, right in the middle of the page. 

Mr. Puitures. 164,000, is 164,000 a 5.7 percent increase over the 
160,500? 

Mr. Meptey. Mr. Chairman, that is only the inspections performed 
at the stores depots. Then in addition, we have inspections per- 
formed at the plants. 

Mr. Puruirs. Do you mean the 5.7 percent combines all the figures 
including laboratories? 

Mr. Meptey. That is correct. 

Mr. Puitures. You did pretty well in 1954. Your costs dropped 
down to performance from $617,000 to $560,000, but you jump up 
again to $580,000. 

Mr. JuMonvit.E. That is to provide for the net increase in volume 
of business, Mr. Phillips. The overall volume of business is up. 

Mr. Putuirs. All the others have stayed fairly close. 


| 1953 | |_| 1955 
653 
$30 

1954 | || 
2 = 2 28 
3 36 3 39 
3 22 3 25 


EqureMent MAINTENANCE 


Put im the record at this point pages 131 and 132. 
(The pages follow :) 


EXpENSEs, GENERAL SuppLy FuNpb 


5. Equipment maintenance 


| Average employment 


Amount 


Depart- 
ment Field Total 


HIGHLIGHT 


“Supervision is provided over equipment pools and maintenance facilities 
operated under the general supply fund. Direct operating expenses of pools and 
facilities are financed from that fund and are recovered from agencies or 
activities utilizing the services.” (From the budget for 1955.) 

Substantial savings accrue to the Government through rehabilitation of used 
furniture and office appliances which otherwise would be disposed of at a negli- 
gible return. After rehabiltiation articles are sold through GSA stores depots to 
requisitioning agencies, which, by regulation, are required to accept substitutions 
to avoid new purchases. Rehabilitation is accomplished under commercial term 
contracts or by Federal prison facilities, where feasible, or in GSA shops where 
more economical. 

Limited GSA facilities for maintenance and repair are operated in 3 regions. 
Continuing cost reviews are made to insure that economies result from use of 
GSA facilities. Late in 1953 these reviews led to a progressive shifting of major 
repair of GSA vehicles in the Washington, D. C., area to commercial facilities. 
This shifting will be completed during 1954 with attendant elimination of a large 
part of the GSA labor force engaged in automotive repair work. 

Management of GSA motor vehicles serving regular programs was materially 
improved in 1953 in 5 regions by establishing consolidated motor pools. Program 
for 1954 contemplates similar pooling of vehicles in the remaining 5 regions and 
expansion of coverage to include special program vehicles. 

Overall net savings resulting from the “Equipment maintenance” operation in 
1953 amounted to $1.5 million. Extension of motor pool services during 1954 to 
the remaining 5 regions is expected to increase savings to $1.8 million. Full 
year operations in 1955 will further increasing savings to $2.1 million. 


Justification 


Pool 


and repair shop services. _._...............--. tie eae | $2, 407, 873 $2, 546, 691 | $2, 784, 473 
Unit cost. percent 2.5 4.7 | 4.3 


$60, 3st | $120, 500 | 


Provides supervisory and clerical functions only, costs of which are measured 
as a percentage of billings for equipment used and shop services rendered. 
Direct operating costs are incurred under the GSA and are recovered, together 


41872—54—-pt. 226 
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| 
120, 000 3.9 18.7 22.6 

| 1953 | 1954 1955 
Performance cost $120, 000 
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with cost of parts, etc., in billings to using activities or agencies. Sources of 


billings follow : 


1953 


1954 


1955 


GSA motor equipment pools. 
Repair shops. 


$1, 223, 023 
1, 184, 850 


$1, 504, 635 
1, 042, 056 


$1, 920, 581 
863, 892 


2, 407, 873 


2, 546, 691 


2, 784, 473 


Increase in pool services in 1954 over 1953 reflects establishment 
GSA’s regular fleet at the remaining 5 regions and integration of the balance 


of GSA’s vehicles into regional motor equipment pools. 


a full-year operation of completely integrated pools. 
Repair shops consist of an office appliance, furniture, and an automotive shop in 


Washington, D. C., 


of pools of 


Increase in 1955 reflects 


and office appliance shops in Denver and Dallas regions. 


Reduced repair shop services in 1954 and 1955 reflects the effect of discontinuing 


major repairs to automotive vehicles. 


By end of 1954 these shops will be used 


only for work that cannot be efficiently and economically accomplished by 


commercial facilities. 
Savings 


Minimum messurable savings follow: 


Maintenance and repair operations, net value of extended life 
of 22,644 units of furniture and 6,397 office appliances, includ- 
ing typewriters, rebuilt or reconditioned _- 

Service calls for office appliance repairs, savings as ‘compared to 
commercial costs. 


Motor equipment pool operations, savings as $ compared “to. 


commercial costs 


Total measurable savings 


$951, 692 
27, 108 
500, 000 


$950, 000 
30, 000 
800, 000 


$950, 000 
30, 000 
1, 070, 000 


1, 478, 800 


1, 780, 000 


2, 050, 000 


Savings through rehabilitation of office furniture and office equipment repre- 
sent net difference between extended life and cost of rehabilitation. Savings 
on service calls are based on a tested-average advantage to the Government of $1 
per call. Savings through consolidated motor-pool operations are computed on 
comparative costs of similar commercial services. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See condensed green sheet schedule) 


Personal services and staffing, $112,500.—No change in positions is contem- 
plated in 1955. 

Other objects, $7,500.—Includes $5,200 for travel, based on 260 days at $20 
per day, including 175 days for departmental reviews of regional-pool operations, 
including rates charged, maintenance practices and replacement programs, to 
insure reasonable uniformity in policies and procedures and attendance at inter- 
agency equipment meetings, and 85 days for field employees; and $2,300 repre- 
senting 1.9 percent of the estimate, for normal office expenses. Amount for travel 
in 1955 is same as for 1954 and reflects an increase over actual 1953 obligations to 
provide: (1) Full year coverage over 5 pools established late in 1953, and (2) 
coverage over the 5 additional pools opened early in 1954. 


Did you put on the record that matter you were talking about, your 
accomplishment in Denver, especially about an automobile ‘pool ? 
I am now over on page 131. 

Your justification says: 

Management of GSA vehicles serving regular programs was materially im- 
proved in 1953 in five regions by establishing consolidated motor pools. 

You might expand that to tell us how many cars are involved, or 
how many you expect to save, or some figure that will give us an in- 
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dication of savings, because your performance costs jump up from 
$60,351 in 1953, to $120,000 in 1954, and we are never sure we get a 
compensating reduction in other agencies. 

Mr. Hanson. On the subject of motor vehicles, we have mentioned 
two subjects here, the interagency motor pool in Denver, and the GSA 
motor pools in all other regions. 


GSA REGIONAL MOTOR POOLS 


During the past year, we have completed consolidation of all GSA- 
owned motor vehicles into regional motor pools, in our 10 regions. 
That is a program which has been progressing since July 1,1951. As 
a result of that program, we have reduced the number of vehicles in 
our fleet by 261, from the 1,042 that we had at that time, to 781 ve- 
hicles at present. 

Mr. Puitirrs. What did youdo? Throw away the old ones? 

Mr. Hanson. As we made our reductions we got rid of the older ve- 
hicles because the vehicles we still have today are considerably in ex- 
cess of 6 years old and are in badly wornout condition. 

Mr. Puitiies. Put pages 157, 158 and 159 in the record at this point. 

(The pages are as follows :) 


PURCHASE OF PASSENGER Moror VEHICLES 


GENERAL 


To obtain maximum economy and significant improvement in management 
and maintenance, GSA has centralized control of its regular program motor 
vehicles into motor-equipment pools in each region. By the end of 1954 all 
special program motor equipment, such as NIR vehicles, will be included in 
the motor-equipment pools. 

Operating costs of pools are financed from the General Supply fund, which 
is reimbursed by rental charges paid by using activities, based on extent, purposes, 
time, or mileage. 

Consistent with GSA’s program of consolidating operation of motor equipment 
under the GSF, it is proposed to authorize and finance procurement of passenger 
vehicles through the fund, as provided by section 109 (b) of Public Law 152, 
81st Congress, as amended, and recover the purchase price by amortization 
provisions included in rental charges discussed above. 

As a result of more definite controls and efficient operations developed by 
consolidating vehicles in regional motor pools, GSA was able to reduce its fleet 
by 117 vehicles by the end of 1953. In addition, sedans have been replaced by 
other utility vehicles wherever feasible. 

To the maximum extent, replacements will continue to be made from excesses 
of other agencies or from seized vehicles forfeited to the Government by the 
courts. 

In summary, the estimate for 1955 proposes the— 

1. Purchase of 15 vehicles as replacements only. 

2. Acquisition of 10 vehicles from excess or forfeitures as replacements only. 

3. Disposal of 15 vehicles required only intermittently at outlying points. 


INVENTORY AND CONDITION OF VEHICLES 


The fleet of automobiles inherited by GSA when it was established in 1949 
was, in most cases, not in condition to provide economical operation. Most of 
the vehicles had been purchased during World War II for nationwide defense 
programs and had been given hard use and little or no care. Many vehicles 
were not of the type appropriate to efficiently carry out the responsibilities of 
the administration. Many others were uneconomical to use, which further 
increased the inefficiency and expense in program operations due to breakdowns 
and costly repairs. 
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Consistent efforts have been made since 1950 to secure authority to replace 
the overage and wornont vehicles and at the same time to supply additional 
fleet requirements for new or expanding programs without success, as shown 
in the table below. 


Passenger cars 


1952 1953 


Replace- New Replace- Replace- 
ments “ ments ments 


New 


Requested by GSA 4 25 15 20 31 
Ineluded in the budget... 7 29 4 15 5 31 


Failure to obtain adequate authorizations for the purchase or replacement of 
vehicles has substantially increased costs of maintenance and operation. This 
has been aggravated by loss of time and lowered efficiency of employees who 
depend upon these vehicles for essential day-to-day transportation. It is not 
unusual for the annual maintenance cost of overage or high mileage vehicles 
to double or triple the annual depreciation costs for a similar new vehicle. 


JUSTIFICATION OF PURCHASE FOR REPLACEMENT AND HIRE OF PASSENGER 
VEHICLES DURING 1955 


Through motor pools during 1952 and 1953 in five regions, and by the use of 

utility type vehicles in lieu of passenger vehicles, GSA was able to dispose of 
117 passenger motor vehicles. However, there remain in inventory 40 passenger 
motor vehicles that are within replacement standards and are beyond the point 
of economical operation because of excessive maintenance costs. 

To provide efficient and economical motor vehicular transportation to GSA 
officials and employees, it is essential, because of age, mileage, condition, and 
excessive maintenance costs, that not less than 25 of the 40 wornout passenger 
motor vehicles be replaced in 1955. It is proposed to acquire 15 of the replace- 
ments by purchase of new vehicles and 10 by transfer from excesses or for- 
feitures. 

It is also proposed to dispose of 15 vehicles presently utilized in performing 
inspections at outlying and isolated areas. These inspections currently necessi- 
tate the assignment of a passenger vehicle despite infrequent use and the result- 
ant low utilization, or excessive travel in other Government-owned passenger 
vehicles to the area in which the inspections are accomplished. It is proposed 
in the interest of economy that travel to these remote areas be provided by 
commercial hire. As compared to operating and maintenance costs of the 15 
vehicles to be disposed of, amounting to $12,000, including depreciation, it is 
estimated that adequate transportation can be provided by hire, based on 500: 
days at $12 per day, for $6,000. 

Existing provisions in the appropriation language of the “Expenses, GSF” 
appropriation, inserted for the first time in 1954 primarily to clear possible 
conflict with Public Law 600, 79th Congress, insofar as rentals from the GSF 
are concerned, are adequate to cover hire from commercial sources. 


Schedule of replacements of passenger motor vehicles 


Number disposed of but not 67 6 9 
Number of replacements: 
Within both age and mileage 9 
Within mileage standard but not within age 13 
Within age standard but not within 3 


! Includes 34 vehicles consolidated into GSA pool from NIR plant inventory. 
2 Includes 10 vehicles on order for replacement. 
3 Excludes 10 vehicles on hand for which replacements are on order. 


1951 | 1954 
Replace- 
New New | 
1953 1954 1955 
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Statement of proposed obligations for purchase and hire of passenger motor vehicles 
for the fiscal year 1955 


| Motor vehi- Old vehicles | | 
clesto be | to be ex- Net Old | 


purchased changed | cost of | vehi- | Cost of | 


| 
—| vehi- | cles | hire of | 
| 


Appropriation | Users and public purpose 


| . | eles to | still | motor | 
7 : » pur- | to be | vehicles) 
Num- Gross | 

hi used | | 

| ber cost »sti- 

| mated) | 


— — |—— 


| 
| 
| | | 
15 $21, 000 15 | $3,000 $18, 000 |J-----+--| For use in the transartion 
‘10 | 6,000 10 | 2,000 | 4,000 of official business by offi- 
All appropriations. habe cials and appropriate em- 
Station wagons... M4 plovees of the General 
Services Administration 
in connection with: Ac- 
quisition, construction, 
management, and dis- 
posal of real property; 
precurement and supply 
of personal property; ree- 
ords management; in- 
| spection of strategie and 


General supply fund | 
| 


critical materials in inae- 
cessible locations, storage 
depots, manufacturin 
plants and mines; anc 
the maintenance and 
| operation of national in- 


dustrial reserve plants 
and facilities. 


| 
25 | 27,000 | 25 | 5,000 | 22,000 | | 6,000 | 


1 Acquisition by transfer from excess reported by other agencies, or forfeitures. 

2? From commercia; sources only—excludes motor pool service provided on a reimbursable basis by the 
general supply fund. 

3 Excludes 15 passenger-carrying vehicles to be disposed of in 1954 and 1955 with the understanding that 
transportation requirements will be provided by hire at locations presently requiring assignment of a vehicle 
for infrequent use with consequent low mileage. 


REPLACEMENTS REQUESTED FOR 1955 


Mr. Puitires. Mr. Hanson, how many cars are you asking for this 
ear 

. Mr. Hanson. We are asking for 25 passenger cars. We have 40 
in our fleet which are worn out and we are asking 

Mr. Pups. We could give you authority to combine more of 
those motor pools around in various parts of the country so you 
could get other cars. 

Mr. Hanson. That would seem true. We will utilize those to the 
best of our ability. However, it has been our experience that we 
are getting very badly wornout cars in most cases. As a matter of 
fact, by July 1, 1954, 30 percent of the Federal fleet of the civil 
agencies will be in the wornout class. They will be over 6 years old 
and worn out. 

Mr. Puiutes. I gather the impression from today’s hearings that 
GSA does not do very well in dealings with other agencies of the 
Government. 

Mr. Hanson. Do you mean in taking over things, sir? 

Naturally, if they are going to part with the automobiles they will 
get rid of the ones that are the oldest and retain the good ones. 
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INTERAGENCY MOTOR POOL AT DENVER, COLO. 


Mr. Puiiirs. You had better tell us about Denver. You have 
been hiding your light under a bushel. 

Mr. Hanson. I would like to continue just for a moment longer, 
if I may. We have this year completed the integration of these 10 
alana motor pools. As a result this year we have reduced that 
fleet by 98 vehicles. ‘That is included in the 261 I mentioned earlier. 

Now, in Denver, the survey last year showed there were six-hun- 
dred-odd vehicles operated by all agencies at the Denver Federal 
center. In November, we started to consolidate those into an inter- 
agency motor pool. 

Mr. Putuirs. Everybody must have had a car in Denver. 

Mr. Mansure. That is the “second capital” of the country. There 
are 120 buildings there. 

Mr. Hanson. As of January 20, 1954, we have reduced the motor 
vehicle population in the Denver Federal center by 112 vehicles. 

We have accomplished that reduction by establishing consolidated 
shuttle and bus services for deliveries to and from the Denver Federal 
Center and downtown and by furnishing sufficient transportation to 
pick up the load which was formerly carried by passenger cars and 
which couldn’t be handled by the tram system. That reduction in 
motor vehicles, the elimination of the duplicating services, and the 
elimination of personnel which was handling the vehicles for the 
other agencies amounts to about $150,000 savings to date. 


AVERAGE ANNUAL COST OF OPERATING AUTOMOBILES 


Now, the average cost of operating a vehicle, today, in the Govern- 
ment, is about—I’ll confine my figures to automobiles; that is the 
common one—$650 a year. That includes maintenance, operation, and 
depreciation. In the past cost figures have been on a mileage basis, 
but the increase in depreciation costs and the other standing costs 
have now made it necessary that nearly all fleet operations figure a 
yearly cost rather than a mileage cost. 

Our Government operating costs of automobiles averages about 
$650. We find that there are some other costs, such as handling 
and so on, that raise it somewhat, but in figuring our savings, we only 
figure $500 per vehicle for the vehicles taken out of service because 
we figure some of the work will go over into other vehicles and 
increase their cost. 

You might be interested at that point, sir, to have as part of the 
record this fact: As compared to the $650 cost for Government-op- 
erated automobiles it would cost $750 to rent commercial vehicles 
operating under similar service. Your own car and mine are estimated 
to cost us $900 a year. That, I think, gives you the story on the Denver 
motor pool. 

Mr. Putts. You can expand that if you want, in the record. I 
think it is a very good record. 

(The material referred to follows :) 


1579 


DENVER INTERAGENCY Motor VEHICLE Poo. 


During the past few months the General Services Administration has estab- 
lished, at the Denver Federal Center, Denver, Colo., a consolidated interagency 
motor pool operation. This operation provides motor vehicles and motor-velicle 
service to Federal agencies located at the Denver Federal Center and bus and 
package delivery service between the DFC and downtown Denver, on a reimburs- 
able basis. 

The consolidation has resulted in economies to date, through: 

1. Elimination of duplicating maintenance and service facilities previously 
operated by the several agencies; 

2. Elimination of duplicating and paralleling operations of vehicles to and 
from Denver for transportation of Government personnel, packages, and other 
property ; 

3. Elimination of unnecessary standby vehicles by consolidation of agency 
requirements. 

Although this operation is less than 4 months old, substantial savings have 
accrued to the Government, as follows: 

1. A reduction of 112 vehicles based at the Denver Federal Center has been 
accomplished, producing an estimated savings of $56,000; 

2. Elimination of duplicating and paralleling services such as messenger and 
shuttle to downtown Denver; vehicle maintenance and service; and supervising 
and operating personnel, $100,000. 

It is interesting to note that as a result of the establishment of the interagency 
motor pool at DFC it was possible to furnish the postmaster at Denver, for 
use during the past holiday season, 59 motor vehicles. 

As this operation is more fully developed, additional savings will be accom- 
plished including a further reduction in the motor fleet. 


Mr. Mansure. Mr. Chairman, following the statement on the Den- 
ver operation, we would like to put in the record another statement on 
motor vehicles generally. It ties into the accomplishments we could 
make if the Jonas bill is enacted. 

If the Government would follow the same policy as industry on 
motor-vehicle replacement, and utilize the lessons industry has 
learned, we could eventually save $40 million annually. 

Mr. Puixirs. You may submit it for the record. 


Proposed FEDERAL Motor VEHICLE FLEET SAVINGS 


The Federal agencies reported, June 30, 1953, the ownership and the operation 
in the United States of a fleet of 260,794 commercial-type motor vehicles, ex- 
cluding tactical or troop-training units. The operating, maintenance, and de- 
preciation cost for this fleet is approximately $186 million per year. 

Approximately 7,000 vehicles are now 9 years old or older. By June 30, 1954, 
30 percent of the fleet will be 6 years old or older. 

A plan aimed at applying to Federal fleet management the methods and 
policies that large commercial fleets have demonstrated to be practicable and 
necessary for obtaining fleet efficiency and economy, would generate approxi- 
mately $44 million annually, from the following sources: 

1. Reduction in annual depreciation losses to capital investment ; 

2. Reduction of annual expenditures for major repairs; 

3. Greater utilization and reduction in the overall number of Government- 
owned motor vehicles. 

A practicable plan for accomplishing these savings can be put into operation 
by requiring the following as standard for Federal fleet management : 

1. Establishment of maximum mandatory motor-vehicle replacement stand- 
ards in line with commercial fleet practices (3 years or 45,000 miles, rather 
than existing minimum standards of 6 years or 60,000 miles) ; 

2. Establishment of annual departmental or bureau fleet limits; 

8. Authorize and direct fleet replacements in accordance with established 
mandatory maximum motor-vehicle replacements and within annual approved 
fleet limits; 

4. Authorization for establishment of interagency motor pools in areas of 
high density. 
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The adoption of such a motor-vehicle management plan by the Government 
would produce measurable savings, as shown below: 


Average costs, per vehicle, per year 


Under pres- | Under pro- | Savings per 
ent policies | posed plan vehicle 


$225 $150 
200 80 
270 260 
695 490 


It is estimated that 25 percent of the reported fleet (of 260,794) is not sus- 
ceptible to these savings. The measurable annual savings to be obtained, there- 
fore, would be: 195,000 (vehicles) times $200 equals $39 million. 

However, to accomplish the above $39 million annual savings, it will first be 
necessary to modernize the fleet. This will require increased expenditures for 
capital investment, to accomplish acceleration for new vehicle procurement dur- 
ing an initial 3-year period, of approximately $58 million. However, this would 
be more than offset by estimated savings obtained from reduced cost of mainte- 
nance, operation, and depreciation, as follows: 


Capital expenditures (1st 3 years) : Million 
Procurement of new vehicies to modernize the fleet in accordance with 
new 3-year replacement $ 
Procurement of new vehicles if purchased in accordance with present 
6-year replacement standurds_ 


Additional capital expenditures (1st 3 years) 


Reduction of cost of maintenance, operation, and depreciation (1st 3 
years): 
Cost under present method (3 years) 
Cost under 3-year modernization plan 


Savings in cost (1st 3 years) 


Excess savings in maintenance, operation, and depreciation over 
additional capital expenditures (1st 3 years) 


Further additional savings will be made possible by the passage of pending 
motor pool legislation (H. R. 4457). Experience has shown that establishment 
of consolidated interagency motor pools in areas of high motor-vehicle density 
can effect a saving in the numbers of vehicles required by 25 percent or more. 

GSA estimates, on a conservative basis, that nationwide establishment of 
consolidated interagency motor pools, where practicable, would reduce the over- 
all Federal fleet by approximately 10,000 vehicles. The present annual cost of 
maintaining and operating these units is $800 ($695, as shown above, plus $105 
estimated annual cost for storage). A conservative estimate of the savings for 
each vehicle retired from Government service by pooling is considered to be 
$500 per year. Therefore, the measurable savings to be obtained from establish- 
a of interagency motor pools would be: 10,000 (vehicles) times $500 equals 

million. 


) Rounded to $200. 

377.1 
299.1 
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RECAPITULATION 


The net results of the adoption of the above-proposed plan would be as follows: 


. In 3 years, the Government would have a modern fleet with a maximum 
age of 3 years thereafter. s 
. For the first 3 years, the savings would be: Million 
Excess of savings obtained from reduced maintenance, operation, 
and depreciation costs over additional capital expenditures 
Savings estimated from partial establishment of interagency motor 


. Annual savings, after first 3 years: 
Through improved management policies and new replacement stand- 


Total, annual savings 


Mr. Puuuirs. I wish you would do something for me, if Mr. Man- 
sure approves. 5 


AGENCY BUS SERVICE IN WASHINGTON 


You know all these buses that run all all over town all the time, 
these Navy and State Department buses—sometimes they have as 
many as three people in them. Do you know how many there are! 
Could you find out? 

Mr. Hanson. We haven’t checked that figure for about a year, sir. 

Mr. Puiuirs. Figure me two things. First of all, if a pool opera- 
tion wouldn’t reduce some of those routes. 

Mr. Hanson. We know that it would. 

Mr. Puuuirs. Second, see if any of those routes actually compete 
with the private utility here in town, which, of course, is constantly 
raising its rates against all other users, so that it is up to 20 cents a 
ride, right now. 

It seems to me that the Navy is certainly competing as it runs past 
our building and on out, and I would just like to know what the situa- 
by is. If that is all right with you, Mr. Mansure, Mr. Hanson will do 
it for us. 

Mr. Mansvure. We have estimated that in Denver, including the 
driver, the cost is about $10 to go down town and back on 1 trip. 

Mr. Putiirs. I think you are right. Frequently when I cross Inde- 

ndence Avenue to go to the New House Office Building one of those 

uses rolls by and I have never seen one filled in my life. I have often 
seen them with only 3, or 4, or 5 people in them. 

(The statement was supplied to the committee.) 


THE JONAS BILL (H. R. 4457) 


a Mansvure. We would like to go on record regarding the Jonas 
ill. 

Mr. Hanson. Our experience in Denver, Mr. Chairman, has indi- 
cated that voluntary interagency motor pools cannot be operated with 
maximum success. We have to have specific legislative authority to 
back it up. 

Mr. Pus What is the Jonas bill? 


From consolidated interagency motor pools._.__-___-------------.. 5 
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Mr. Hanson. The Jonas bill, H. R. 4457, would provide authority 
for establishing and effectively operating interagency motor pools in 
other areas of high vehicle density throughout the country. 

Mr. Pritires. You contend that is a needed bill? 

Mr. Mansure. That is absolutely necessary. 


ADMINISTRATIVE OPERATIONS 


Mr. Pures. Put in page 135 which summarizes the administra- 
tive operation support of “General supply fund” activities. 
(The pages are as follows :) 


EXPENSES, GENERAL SuPPLY FUND 


6. Administrative operations—summary 


$8, 053, 400 


2, 912, 200 
HIGHLIGHT 


“Accounting, auditing, and reporting, budget and personnel administration, 
stock control, legal, compliance, internal housekeeping, and business services 
are provided for the foregoing activities. Compared to an increase of 5.4 percent 
in sales over 1954, the cost of these services is reduced by 4.8 percent.” (From 
the Budget for 1955.) 

These functions are performed in the central office and 10 regional offices under 
technical direction and supervision of the respective staff officials financed under 
the “Administrative operations” appropriation. 

Included under this item are costs of penalty mail for all activities under the 
“General supply fund.” 

Reductions in 1955 stem from improved management and efficiency and a shift 
in financing of 25 positions to ‘‘Administrative operations” appropriation to re- 
flect adjustments in workload. Reductions more than offset provisions for added 
workload of $7.3 million increases in sales program, further conversion of manual 
stock control under stores operations to mechanized control under financial man- 
agement and for increased penalty mail costs. Net result is decrease of $141,200 
below 1954. - 

This decrease is reflected in ratio of administrative operations to total sales 
as a reduction from 2.25 percent in 1954 to 2.04 percent in 1955 despite the in- 
ereased takeover of mechanized stock control. 

This activity consists of five subactivities summarized below, justification 
for each of which follows. 


1953 1954 


(a) Financial services $2, 072, 658 $2, 118, 900 
6) Administrative services 714, 448 723, 600 
c) Legal services. -..- 136, 772 124, 900 
d) Compliance services 12, 862 11, 000 
e) Business service centers 76, 565 75, 000 


Total cost or estimate 3, 013, 305 3, 053, 400 


ANALYSIS OF COST 
Personal services. 2, 767, 887 2, 705, 065 
Other objects 245, 418 348, 335 


3,013,305 | 3, 053, 400 


Mr. Pures. Who will speak on this subject? Mr. Medley? 
Mr. Meptey. For the entire administrative support for the opera- 

tions of the general supply fund, there is a reduction of $141,200-—— 
Mr. Puiitres. Where is that? 


|| 

1955 
$2, 060, 700 
651, 000 
115, 500 
11, 000 
74, 000 
2, 912, 200 
363, 860 
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Mr Meptey. That is in the overall activities, The ratio to sales 
will decrease from 2.25 percent in 1954, to 2.04 percent in 1955. 


FINANCIAL SERVICES—-INTERNAL AUDITS 


Mr. Puiutrs. Now, let’s get over to the financial services. On page 
135 and I have a little note here saying, “See 190,” and I also find a 
little more auditing split into two pages so that it won’t look so big as 
though it was all on one page. 

Ihave found auditing in two places. You say, “It will be necessary 
to eliminate internal audits on the administrative operation” appro- 
priation on account of the cut of $332,400, but you have a fairly good 
amount for internal audit of $65,000 over on page 135, referring to the 
general supply fund. 

Mr. Meotey. That is correct. 

Mr. Puuues. I really don’t think you are making a completely 
acceptable justification of all that internal auditing you are doing, 
are you? Do you think that is a place to make an economy ? 

r. Mepiey. That is exactly where we are making it. 

However, since you mentioned internal auditing, Mr. Chairman, I 
would say that the General Accounting Office is very strong in support 
of an effective internal audit program, but we simply do not have the 
funds this year to conduct an audit program of the scope to which 
I think their recommendations run. 

Mr. Puitiies. Did they give you a blanket approval of the efficiency 
of the present internal audit program, or did they say you either ought 
to have more or less? 

Mr. Meptey. Well, wouldn’t say that they had approved or disap- 
proved our > a. omg Informal discussions, however, with Mr. Long, 
who is the Director of the Division of Audits, GAO, indicated that he 
doubted that we could conduct an effective internal audit program 
with the staff that we had. We don’t want to waste money on an 
ineffective operation so that is why we eliminated internal audit en- 
tirely under the “administrative operations” appropriation item. 

Mr. Puturres. We will ask the GAO to give us a memorandum on 
that. 

There is $65,000 on page 138. I would really like to have the GAO 
give us a note, in cooperation with you, Mr. Medley, to see about this 
internal audit business, to see whether we are getting what we ought 
to have. 


MECHANIZED STOCK CONTROL 


At the bottom of page 137, “Mechanized stock control.” I don’t 
see why the unit cost happened to be going down, rather than up. 

Mr. Mepiry. That function, Mr. Chairman, is being operated on a 
mechanized basis in five regions and we propose progressive extension 
to other regions in 1955. 

Mr. Purures. Yes, but this mechanized work is supposed to 
reduce—— 

Mr. Mepiry. You will notice that the unit cost there is dropping 
from almost 23 cents in 1953 to 14.6 cents in 1954, to 13.1 cents in 1955. 

Mr. Puiuips. Then, in summary of average employment, why is 
that going up? Oh, I see, your unit cost is coming down but your 
actual employment is going up. 
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Mr. Mepiry. The increase each year is due to the progressive instal- 
lation of mechanical stock control in a few regions each year. There 
is a corresponding decrease in manual stock control under the “Stores 
operations” activity. 


ADMINISTRATIVE SERVICES PERSON NEL 


Mr. Puiuirs. Page 140, transfer of positions. You didn’t reduce 
any people in the central office. The same number for 1955 as for 
1954. 

Mr. Mep.ey. On that item there is a decrease in the central office of 
3.6 average positions. We constantly have to analyze our entire ad- 
ministrative operation to see that we have our people financed in ac- 
cordance with the workload. As a result of studies that we made in 
certain regions, we found there was unbalanced financing and we have 
made shifts between appropriations to achieve proper balance. 


LEGAL SERVICES 


Mr. Purtiirs. On page 142, Mr. Elliot is losing ground every year. 

Mr. Exxror. Yes, sir. 

Mr. Puitirps. Cases at the start of the year, 1,793 in 1953, 5,722 in 
1954, and 8,209 in 1955. 

What are we going to do about them, Mr. Elliot ? 

Mr. Extior. I am not quite sure, sir. The load is coming in as the 
staff is going down. 

I hope we can get it down, but I don’t know what new business will 
come into the office. 

Mr. Puiiites. Give us a ring the end of the year and see what your 


prospects are. We don’t like to see any of these backlogs rolling up. 


STATEMENT ON SMALL-VALUE PURCHASES 


Mr. Fiattey. You asked me to bring up a table on small-value 
ae With-your permission I would like to insert that in the 
record. 

Mr. Putiuires. How many small orders do you actually have, either 
for filling or for direct shipment ? 

Mr. Fiatiey. That is a tabulation of two regions, Mr. Chairman. 
Two of our largest regions, by dollar volume, starting with 1 cent 
and going to a dollar, and then various breakdowns from there, up 
through $1,000. 

Mr. Putuies. How can we tell how much it costs to fill an order 
under $5 or $10? 

Mr. Fiatiey. We can break that out. Our accounting figure isn’t 
set up that way. We are set up on a commercial basis. It is on a line- 

SALES AT COST EXCLUDE COST OF OPERATIONS 


Mr. Puturrs. You say it is in the law that you must sell at cost 
prices. You say that you have to sell all this stuff that you buy, 
and distribute at the same cost price, with no overhead at all. I don’t 
read the law that wg, 

The law says you have to sell it at cost. Perhaps Mr. Mansure’s 
services shouldn’t be charged, then, Mr. Elliot’s services shouldn’t 
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be charged and Mr. Medley’s services shouldn't be charged but who 
says the man’s services who actually peo it on the shelf and takes it 
off and mails it shouldn’t be charged | 

Is there any basic objection to the idea that they should be charged 
inf Why don’t you charge just enough to cover yourself? How about 
storage and depreciation ? 

Mr. Exxsor. The theory of it -was originally—and I am not advo- 
cating the theory but merely explaining it—if we took off the “sur- 
charge” then we would come to get funds for our operating expenses 
through this committee, and therefore, would be subject to closer 
scrutiny and surveillance on our costs than we would if we were 
charging it back against the agencies. Of course, both could be done. 
We could charge them against the agency and still justify them to 
the committee. 

Mr. Puuuies. I make a rather clear distinction in my mind between 
what I call the administrative costs of the GSA and the handling 
operations or the actual cost of filling an order, and it seems to me 
you could still break that down and you could show on your budget 
‘cost of material,” “cost of handling” and we could say, “Well, it is 
costing you too much to handle it.” 

Mr. Fuatrtey. Mr. Chairman, that is the way we used to do it. 

Mr. Puiuu.ies. Then, we get down to a “So much per voucher” cost 
of handling or something like that. 

Mr. Meptry. Would you like to hear the provision of the law: It 
says: “Until July 1, 1950”—I am reading from the Federal Property 
and Administrative Services Act of 1949, as amended. The section 
is entitled “General Supply Fund,” section 109 (b).” 

Payment by requisitioning agencies shall be at prices fixed by the Administra- 
tor. Until July 1, 1950, such prices shall be fixed in accordance with the law 
and regulations applicable on the date of enactment of this act, to prices fixed by 
the Bureau of Federal Supply. 

If I may stop for just a moment on the quoation, that is what Mr. 
Flatley referred to as the way they used to do it. 

On and after such date such prices shall be fixed at levels so as to recover 
so far as practicable, the applicable purchase price, the transportation cost to 
first storage point, inventory losses, the cost of personal services employed di- 
rectly in the repair, rehabilitation, and conversion of personal property, and the 
cost of amortization and repair of equipment utilized for lease or rent to execu- 
tive agencies. 

We are limited, Mr. Chairman, to those costs and the only personal 
service items that we can include are those which are used in our 
shops. 

r. Puiwires. If you change the value of an object in a repair 
shop I imagine you can add that in but I have an idea that what 
Congress had in mind was to just keep this cost of handling as a 
separate itme. I don’t know that Congress was too stirred up about 
giving all this free service to the other agencies of Government. Be- 
sides it was more or less experimental when you first tried it out. 


TRAVEL OF INFORMATION STAFF 


I have one other item here—I don’t know why your information 
ple have to travel. Why don’t they stay at home and give out 
information ? 
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Mr. Mansvure. What page is that on? 

Mr. Prius. It is on page 217. You have $400 travel which isn’t 
very much, but I don’t see why information people have to travel. 

Mr. Meptey. Well, Mr. Chairman, Mr. Mansure has in each region- 
al office a business service center. 

Mr. Mansvure. Yes; I will explain that. I questioned it, too, but it 
is very justifiable. In our 10 regions and 2 district offices the busi- 
ness service center now is servicing the local people on their business 
with the Government. Now what we are doing in this travel is, we are 
supervising the field operation whereby we eliminate the 5 percenters. 
That is what we are doing. So we are saving that. 

Mr. It is four percenters, now 

Mr. Mansvure. We are watching it to keep it down, but that is what 
it is for. 

Mr. Meptry. Could we include in the record a statement which 
would represent our thinking as to whether we should continue or dis- 
continue the practice of not charging a surcharge in connection with 
the supply operation ? 

Mr. Putures. Yes. 

(The information referred to follows :) 


GSA believes that the general supply fund operation of purchasing, storing, 
and issuing common-use supplies to all Federal agencies should return to the 
method of financing employed before the passage of the Federal Property and 
Administrative Services Act of 1949. 

Briefly, before the passage of that act all costs of this program—including 
purchase price of the goods, transportation in, warehousing expense, other direct 
costs, and all indirect costs—were intially financed from the general supply fund. 
All such costs were recovered from customer agencies through the device of 
adding a surcharge to the prime purchase cost in determining the price at which 
the items would be sold. 

The Federal Property and Administrative Services Act of 1949, as amended, 
provided that prices to customer agencies will be set to include recovery of only 
the prime purchase cost and transporttion in. All direct and indirect expenses 
of operation are obtained through annual appropriations. This method of 
financing is the result of arguments advanced at the time of the act’s passage that 
more cooperation’ would be voluntarily obtained from other agencies by GSA, 
and consequently more agencies would utilize the more economical GSA supply 
system, if prices to them were reduced. Eliminating the surcharge did, of course, 
reduce the prices. 

Our experience with the present method of financing has indicated that the 
objective sought to be obtained by its inauguration has not been realized. While 
dollar sales volume has gone up since 1949, such increase is primarily attributable 
to such factors as (1) general decrease in the purchasing power of the dollar, (2) 
elimination of supply personnel in other agencies to effect economies, and (3) 
greater effort on the part of GSA to show other agencies the many advantages 
of centralized procurement and distribution—and not necessarily to the factor 
of charging lower prices. 

In addition, the present system does not possess the financial flexibility which 
a merchandising operation needs and which the former surcharge method pro- 
vided. Under the surcharge method of financing, both direct and indirect costs, 
of necessity, must be controlled in accordance with the volume of business trans- 
acted. This is essential to preserve the capital of the general supply fund and 
to keep the amount of the surcharge reasonable. As volume increases costs may 
be increased. When sales go down, costs must go down. 

The use of the surcharge method would in no way impair or diminish scrutiny 
of operations by Appropriation Committees of the Congress. Under this method 
of financing, it is proposed that identical information with respect to functional 
costs and types of expenditures continue to be submitted to the committees cover- 
ing the normal 3-year period, that is, past, present, and future. 

Finally, the surcharge method is more in conformity with the current trend in 
Government financing of making businesslike operations financially self-sustain- 
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ing. Recent congressional enactment of legislation which requires other agen- 
cies to bear their own share of the Post Office Department expense is typical of 
this trend. Another example is the reimbursable operations of the Bureau of 
Printing and Engraving. The operation of the general supply fund is a business- 
type endeavor, and to be self-sustaining should recover from customer agencies 
the costs of supplying its goods and services. 


Mr. Puiturrs. Thank you very much. 


Wepnespay, Fresruary 24, 1954. 

Mr. Pups. The committee will come to order, please. This is a 
continued hearing with the General Services Administration to take 
up those items in the budget request for 1955 which it was not possible, 
because of lack of time, to take up at the preceding hearing. 


AGENCYWIDE STAFFING FOR ADMINISTRATIVE OPERATIONS 


There was one question I wanted to ask Mr. Medley. I had asked 
the task force to check into it, but we did not have any comment 
from the task force before the preceding meeting. It has to do with 
the staffs in budgeting, accounting, personnel, legal and so forth. 
This has happened in other agencies and I am afraid it has happened 
in yours. When Public Buildings Service, Federal Supply Service, 
Archives and Records Service and so on were separate agencies each 
had a budgeting and accounting staff and a personnel staff. When, 
under the reorganization, we combined them all into General Serv- 
acai I have an idea we still have those staffs, have we 
not 

Mr. Mepiry. No, sir. By integrating those staffs we have made siz- 
able reductions in the total right across the board. 

Mr. Puititres. Could you show me that in figures? 

Mr. Meptry. Mr. Chairman, I do not have figures with me prior 
to fiscal year 1953. However, the 1953 figure is below preceding years, 
and if you desire us to furnish earlier data, we will. 

Mr. Putures. That will be satisfactory, but is it not a fact, as a gen- 
eral statement on my part, that your separate services, which were at 
one time separate agencies, have pretty well kept their accounting, 
budgeting and personnel staffs? 

Mr. Meptey. No, sir. All the budgeting, accounting, personnel, 
legal, and similar administrative operations were transite to the 
staff offices, as we refer to them, when General Service Administration 
was ~— and there have been reductions each year since that 
time. This substantiates the organizational principle that if you 
organize on a functional basis you will effect economies. 

here are no accounting staffs or other administrative staffs in the 
various services of GSA per se. If you would like the comparative 
figures I have them. I would like to point out too, Mr. Chairman, that 
at the same time that we have been making reductions in our staff, the 
workload has been going up. The buildings-management program 
has increased largely because of the reimbursable space operation 
which General Services Administration has been progressively taking 
over from the other agencies and other transfers of buildings pursuant 
to Reorganization Plan No. 18 of 1950. The sales of common-use items 
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by our stores depots has more than doubled. The stockpile program 
has increased greatly and the materials-expansion program, Liemaite 
conducted by DMPA, has been added to GSA workload and is cer- 
tainly nosmall item. In spite of these major increases in workload, the 
total personnel for administrative operations from all items are as 
follows: 1953, 2,178; 1954, 2,070.3; 1955, 1,884.2. That is in both 
Washington and the regions. 

Mr. Prius. That is limited to accounting, budget-making pro- 
cedures—— 

Mr. Meptey. Budget, accounting, auditing, financial analyses, per- 
sonnel, office services and supplies, legal services, compliance, and a 
small information group in Washington. 


SYSTEMS AND PROCEDURES 


Mr. Putvures. While you are on that, tell me something else. You 
have a group working on systems and procedures. I think you have 
about 20 people in that group; do you not? 

Mr. Meptey. That is correct, sir. That is on accounting systems. 

Mr. Puruuies. That has not changed much since GSA was created ? 

Mr. Meputey. Yes, sir. It dropped from 28.1 average employment 
in 1953 to 20.3 in 1954 to 19.4 in 1955. 

Mr. Prius. When is it going to drop a little more ? 

Mr. Mepuiey. Well, sir, as vou know, in accounting work it is essen- 
tial to conduct a continuous examination of your system. You may 
plan a system on a certain phase of your work and after it is in opera- 
tion for a while you find that with certain changes, you can do it 
cheaper and better. Therefore you revise it and the revisions are 
prescribed for use in all regional offices. In this way you achieve 
uniformity which is essential to sound reporting and you make the 
economies in all offices. We believe it is economical and fundamental 
to have a small group of people—the figures I gave you include the 
stenographic staff—to constantly work on our accounting and financial 
systems in order to improve our operations. We couldn’t have 
handled the increased workload just mentioned, and at the same time, 
reduced our personnel, if we hadn't had this staff available. This 
is the staff which we use in carrying out congressional policy on this 
subject; namely, the Budget and Accounting Procedures Act of 1950. 

Mr. Putiiirs. What I have observed is if you put a group of 20 
people working on systems and procedures it will be a rare occasion 
when they will cut themselves ses They will continue to make 
rae ee suggestions as long as you leave them on the payroll. Am 
I right 

Mr. Meptey. No, sir; I do not believe so. These people realize that 
they have to pay their way. They know that they have to come up 
with savings each year, which wil more than equal the cost of the 
staff, in order to justify their existence. We would be glad to supply 
to the committee some of the accomplishments which this group has 
brought about. To mention one, the automatic rental payment pro- 
cedure, where we now pay real-estate people from whom we are rent- 
ing space automatically at the first of each month, obviating the neces- 
sity ro them submitting bills. This is both a saving to us and a saving 
to them. 


1589 


Mr. Purmutrs. That is done. Now we can drop the people working 
on that. 

Mr. Meptey. No, sir. ‘This staff is now trying to extend that system 
to other fixed-type contracts such as utilities and other term contracts 
we have in our regional offices. They really have a substantial backlog 
of work on such problems as cycle billing on store sales, better cost 
accounting on public buildings, physical inventories, repair shops and 
fuel yards, and extension of mechanized stock control to mention some 
of them. 

In addition, we would like to point out that the net worth of the Gen- 
eral Services Administration is approximately $8.4 billion. This is 
for all programs including stockpiling, the Federal supply activities 
through the general supply fund, the operation of public buildings 
through the buildings-management fund, plants in the national indus- 
trial reserve, bonds, notes, and securities which we service, the con- 
struction accounts we have for the construction of buildings for other 
departments, and so forth. Consequently, accounting in GSA is vast 
and diversified. We will be fortunate if we are able to do the kind 
of job the committee expects us to do with the staff as proposed for 
1955. We think these people really earn their salt. 

Mr. Putures. Let us be sure it is salt and not sugar. 

Mr. Meptey. Yes, sir. I would be glad for you to have the Task 
Force check into that operation. 


SrockriLe WAREHOUSING 


Mr. Puiwiis. Mr. Walsh, I have some letters, largely from the 
New England States, and their contention as presented to me by their 
Congressmen is that when warehouse space was in short supply you 
were very glad to rent private warehouses, and now that space has 
eased up and they would like to rent you space you want to build 
your own warehouses. They think they would still like to do busi- 
ness with you instead of your building your own warehouses. 

Mr. Watsu. We met with that group a short while ago. 

Mr. Putiies. I think it was a Massachusetts group. 

Mr. Watsu. It was a group representing the port of Boston and 
we went into it very thordughily with them as to the space we were 
occupying, the type of space we needed, which relates to the study 
being made by the American Warehousemen’s Association. 

Mr. Puiuies. Did you tell us about that before ? 

Mr. Wausu. Yes, I did, but I do not believe I went into it in detail. 
We have met with the American Warehousemen’s Association and 
have given them the picture of the space we need, where we need it, 
and have asked them to attempt to develop space for us in the New 
England area, the New York-Pennsylvania area, and the New Or- 
leans area. Those are the areas in which we have deficits. 

Mr. Puiires. Would you say that the warehousemen were satis- 
fied with your argument / 

Mr. Wausu. They were satisfied with our position on the thing and 
are attempting to develop better space for us. I think it would be 
helpful if I could give you a complete statement on the situation as 
it is today. 
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Mr. Pumps. I wish you would, if you would include the probable 
space we can get from other agencies, including the military, and the 
extent to which our warehousing space is being used effectively. 


SPACE REQUIRED FOR STOCKPILE 


Mr. Watsu. For the stockpile procurement only there is required 
on closed space 24,337,000 square feet; open space, 42,100,000 square 
feet; for tank storage there is required 2,277,500 barrels of tank stor- 
age. 

eM. Pures. That is space already in use? 

Mr. Watsu. Yes. 

Mr. Prius. That is total space? 

Mr. Watsu. Yes. On the closed space we now have on military, 
10,530,000 square feet, and that includes Army, Navy, Air Force, and 
all the military branches. On what we call GSA space there is a total 
of 8,370,000 square feet. In commercial space we have 5,437,000 
square feet. That totals up to 24,337,000 square feet. 

Mr. Putturrs. I missed one sentence, but I think it indicates you 
have enough space between military, private ownership, and your 
ownership to satisfy your needs for closed space ? 

Mr. Watsn. That is correct. The way we had planned to use the 
space was to use 10,530,000 square feet of the military, increase the 
GSA space from 8,370,000 to 12,870,000 square feet, and leave in 
commercial 937,000 square feet. 

Mr. Priutrs. This committee would certainly like to see the use 
of all available space or space apt to be available in the near future 
rather than build more warehouses. What about the open space? 

Mr. Watsu. We feel we have sufficient open space. 

Mr. Puiuips. Is it owned or leased or military ? 

Mr. Watsu. It is military and leased. 

On the open space, on military there are 21,200,000 square feet. 

Mr. Priirs. That is about half the amount? 

Mr. Watsu. Yes. And on GSA warehouse the added group space 
7 8,200,000 square feet. On plant sites there are 12,700,000 square 

eet. 

Mr. Purturrs. Have you enough tankage? 

Mr. Watrsu. We now have 1,937,500 barrels of tank storage. We 
need an additional 340,000. 

Mr. Putiuies. Where will you get that? 

Mr. Warsu. We will have to build it. 

Mr. Puiturrs. How much will that cost? 

Mr. $2.550,000. 

Mr. Puiutrs. When do you actually need it? 

Mr. Watrsn. We are holding some of this oil right now in com- 
mercial tanks. We could fill those tank farms as fast as they are 
constructed. It would take about a year to construct them. 


WAREHOUSE INVENTORIES 


Mr. Puiuurrs. The thing that concerns me more, turning from this 
matter of warehousing to the things you have in the warehouses, is 
an increased feeling on my part, confirmed by the General Accounting 
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Office, that we take our inventories by adding up figures on some pieces 
of paper. We had some experience awhile back in the Agriculture 
Department that you may have read about. We added up receipts for 
warehousing of corn and wheat and thought we had a lot of corn and 
wheat but when we opened the warehouses it was not there. When 
have you taken an actual physical inventory of strategic materials, 
for example? 

Mr. Meptry. We are in the process of doing that now, sir. All the 
military installations have been completed. The inventories were 
taken under procedures which were reviewed and approved by us and 
also our auditors observed the taking of the inventories. We have not 
as yet taken inventories at commercial locations, however we have 
done two things: First, we have made audit surveys at the com- 
mercial locations which included checking out the records at the ware- 
house to see if they were in conformity with the records here; and, 
second, the General Accounting Office did confirm with the contrac- 
tors the inventories which they had on hand as of last June 30, 

re Pures. How many people do you have working on that 
now ¢ 

Mr. Tuomas. Is that your inspection service ? 

Mr. Meptey. This is our internal audit group which is separate 
from the Inspection Service, Mr. Thomas. 

Mr. Putuirs. This is a special group checking this inventory. 
Obviously the General Accounting Office Pere concerned, then the 
General Services Administration, then this committee. 

Mr. Meptey. We have 16 people on that work. 

Mr. Pumutrs. You had 24, did you not? 

Mr. Meptry. No. That has gone up from 14 in 1953 to 16 in 1954 
and 16 in 1955. 

Mr. Sixteen additional people? 

Mr. Tuomas. That is the total. 

Mr. Puutuirs. In other words, when you complete this inventory 
you will drop 16 people ? 

Mr. Meprry. No, because inventory audits are recurring on a pro- 
gressive cycle. We are trying to cover each location every 2 years, and 
working on a cyclical basis these 16 people would be continuously 
employed full time on that work. 

Mr. Putiutrs. You mean if we have 16 people working on this, we 
have so many warehouses in which we keep material of value that they 
could only hit those warehouses once every 2 years? 

Mr. Meptey. That is right. Evidence of that fact is that we have 
no yet been able to hit the commercial locations nor have we taken in- 
ventory yet at any of the GSA locations. However, the first GSA 
locations came in only a little over 2 years ago, so we are approximately 
on time on those. 

Mr. Puituirs. Have you reported to Mr. Mansure what you found? 

Mr. Meptry. No, sir. The military work was just completed last 
month and the reports are being compiled at the present time. We 
found no substantial instances of adverse conditions, however. 

Mr. Puiturrs. Maybe that depends on the interpretation of the 
word “substantial.” Did you not find you had some things recorded 
as being located in one State that were actually in another State? 

Mr. Meptey. If that is true I have not been made aware of it. 
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Mr. Pues. I think there was one such instance. Did you not 
find there was a transposition of some receipts? For example, sup- 
pose you had 200,000 tons of a certain item valued at $100,000, due to 
careless clerical work was it put down on the books as 100,000 tons at 
$200,000? Mr. Walsh can say “Yes” or “No.” 

Mr. Watsn. I do not know. 

Mr. Putiuirs. This is not serious when you deal with the figures we 
deal with, but it suggests you may not have an actual accounting. I 
think it would be serious if we find we do not have the strategic mate- 
rials we think we have. Do you think that is a danger, Mr. Walsh? 

Mr. Watsu. I do not think that is true. It is documented all along 
the line. Every move on the strategic materials can be checked back 
very thoroughly. It may be—I do not know if it is true—that the 
inventory card is not in balance with the record, but there is a medium 
for checking the thing completely all the way through. 

Mr. Puiiurrs. We thought that about corn and wheat inventories of 
another agency and the corn and wheat were not there. 

Mr. Meptey. I think the point you make is absolutely correct and 
is well taken. That was the reason we started in 1952 to take physical 
inventories of all physical assets under the jurisdiction of the General 
Services Administration. We have hit that program hard and will 
continue to hit it just as hard as we can. 

Mr. Pures. Speaking for the committee, I think we would say 
we are quite concerned about it and would like to have a report from 
you just as quickly as you advance in your inventory work. Mr. 
Walsh, would you make the firm statement that you know exactly 
where all this material is actually stored ? 

Mr. Watsu. Yes, sir. 

Mr. Mansure. Has there been any discrepancy developed to date? 

Mr. Patties. There have been discrepancies but they are minor 
discrepancies. However, it is enough to give us concern that if that 
exists it might be well to inventory the whole thing. 

Mr. Mansvre. There is one difference between our stockpiling oper- 
ation and stockpiling wheat and corn and grain. That was traded 
on the open market. 

Mr. Puitires. There was another more material difference. I un- 
derstand the Agriculture Department carried its corn and wheat 
pooled instead of separated and that would put you a couple steps 
ahead of them in an inventory. 

Mr. Sauispury. Any discrepancies were due largely to the ware- 
houses using bill of lading weights instead of weight certificate 
weights. There is a difference in bill of lading weights by reason 
of railroad-car scales. To my knowledge there have been no substan- 
tial differences except those caused by using bill of lading weights 
instead of weight-certificate weights. : 

Mr. Putuirs. Suppose when we come back next January you give 
us a full accounting. 
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Mr. Sauissury. In Storage and Transportation we check those rec- 
ords every 6 months. 

Mr. Putiuirs. Checking a record is not always the same thing as 
making a physical inventory of what we think we have in a ware- 
house. You have made your checks all right on paper, but have you 
made your checks of whether we have the stuff there ? 

Mr. Sauissury. When we are transferring material to our own 
depots, for any discrepancies that exist we would bill the ware- 
houseman. But so far, in the evacuation of 16 or 20 warehouses, there 
have been no such discrepancies. 


POSSIBLE USE OF VACANT MILITAKY WAREILOUSES 


Mr. Puuirs. I am advised by our task force that the Army has 
announced publicly that it will be able to surrender some of its depots 
and warehouses. What are you doing to see that we use that available 
warehousing space instead of building new warehouses ? 

Mr. Wautsu. Immediately upon notice of that evacuation we got in 
touch with the military, gave them our deficiency, and called their 
attention to the fact these articles were appearing in the papers that 
they were going to evacuate space. We have received no official word, 
but we have received word from the Navy by telephone that they will 
have no space available in the New Gian or New England area. 
And G4 of the military said they could possibly make available 300,- 
000 square feet in Schenectady and 100,000 square feet in Baton 
Rouge; nothing in New England. 

Mr. Mansvre. It seems to us that Defense should make aavilable to 
us information on any space they have and let us decide whether we 
can use it or not. 

Mr. Putures. That is a good suggestion. 


DUPLICATION OF ACTIVITIES BETWEEN AGENCIES 


We have a problem this year we have not had before. This morn- 
ing, before coming to the committee, I made a notation of eight areas 
where we have found duplication of activities between agencies, not 
all of the agencies being in this subcommittee. If we had both agen- 
cies, such as GSA and ODM, we could do something about it, but where 
the conflict is between GSA and the military, we have to go to a higher 
level in Congress or in the executive branch to straighten it out. I 
think our clerk can undoubtely help me add to that list of eight. How 
should we go about it? Is that something that should be taken up 
with—would ODM have anything to do with the warehousing prob- 
lem if we are dealing with strategic materials ? 
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WAREHOUSING PERSONNEL 


4. The green sheets under “Strategic and Critical Materials” show the follow- 
ing personnel figures : 


1953 1954 1955 
881 | 860 (—2 percent) 758 (—14 percent). 
79 | 620 (+685 percent) 620 (+485 percent). 
Corps of Engineers employees_-_-.........----- 120 | 134 (+12 percent)__...| 90 (—25 percent). 
Air Force employees.......................... 113 | 184 (4-63 percent) .___.| 184 (+63 percent). 
268 | 200 (—25 percent) 150 (—44 percent), 
1,461 | 1,998 (+37 percent) ....| 1,802 (+23 percent). 


Mr. Puuuirs. These are rather startling figures I take out of your 

en sheets paving, to do with the number of employees in the ware- 

ousing picture. will read them. This is in the green sheets 
section, under “Strategic and critical materials.” 

GSA employees, 881 in 1953, 860 in 1954, which is approximately a 
2-percent reduction, and the request for 1955 is for 758, which is 
approximately a 14-percent reduction. 

rmy employees, 79 in 1953, 620 in 1954, which is a gt aa in- 
crease, and 620 again in 1955, which is no reduction at all. 

Corps of Engineers employees, 120 in 1953, 134 in 1954, which is a 
12-percent increase, and a reduction to 90 in 1955, which is a 25- 
percent decrease. 

Air Force employees, 113 in 1953, 184 in 1954, which is a 63-percent 
increase, and the same number, 184, requested for 1955. 

Navy employees, 268 in 1953, reduced to 200 in 1954, or a 25-percent 
decrease, and reduced in the request for 1955 to 150, which is another 
44-percent decrease. 

It is rather startling to me that with very little additional space, 
if any, the Army has jumped its guard employees, which is what it 
amounts to, 685 percent. 

Mr. Meptey. First, I would like to correct the record by saying 
that the GSA employees you quoted are not just for warehousing. 
They are for the entire stockpile program. As to the military, about 
10 days ago Mr. Mansure addressed a letter to Secretary of Defense 
Wilson in which he requested that someone from Mr. Wilson’s staff 
be designated to review and help us in establishing a more uniform 
policy in dealing with the Department of Defense with respect to 
costs for the work that they do for us under this program, the inven- 
tory taking and matters of a similar nature. I do not believe that the 
Administrator has had a reply to that letter as yet, but we have some 
of the same questions that you have, although maybe not to the degree. 
The reason for that is this: Each year the stockpile is getting bigger 
and therefore theoretically, at least, it would take additional em- 

loyees to handle the material when it comes in and to maintain the 
ocations once it is stored. That is the situation in a general way. 

Mr. Puiuires. That does not account for 685 percent, does it? 

Mr. Wausu. Mr. Chairman, I asked the same question you did 
when I saw those figures, except I expressed it differently. I have no 
idea what those figures mean. 
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Mr. Puitiirs. This may be a suspicious committee, but it looks as if 
the Army, having been directed by the Secretary of Defense to reduce 
its personnel, decided one way to reduce them was to stick them 
on your payroll, Mr. Mansure, and I certainly do not think this 
committee wants to provide the money for any system of that kind. 
Maybe you had better take it up with the Secretary of Defense and 
ask him what he will do with these people. 

Mr. Mansure. That has been done by our letter. What was the 
date of that letter? 

Mr. Mepixy. I do not recall. It was about 10 days ago. 

Mr. Mansvure. I think it was around the first of the month. 

Mr. Yares. Off the record. 

(Discussion off the record.) 

Mr. Mepiey. Mr. Chairman, may I point out that the numbers of 
personnel that have been cited of course do have to tie in with the 
prices which we are paying to the military for (1) the handling of 
material, and (2) storage, as related to pages 268 to 270 of the 
justifications. ‘They are included in the justifications. 

Mr. Puituirs. Maybe you had better work on that, Mr. Mansure. 
Maybe we had better too. 

Mr. Mansure. We will keep pushing it and keep you advised of 
what we find out. 

GENERAL Suprety Funp 


Mr. Putuies. Let’s talk about the general supply fund. I think 
we had pretty well covered it, but there are a few more questions I 
would like to ask. Do you have the Federal supply man, Mr. Flatley, 


here? 
Mr. Mepiry. No, Mr. Flatley and the Federal supply people left 
after you finished their last item. 


SUPPLY ORDERS UNDER $25 


Mr. Puitures. I come back to the point I was talking about the other 
day, and that is the number of orders under $25 you get from the 
supply fund, and I am convinced from your own figures they amount 
to about one-third of the orders. One-third of the orders are under 
$25. Taking your own figures, and by simple division, I figured out 
that the cost of filling an order is at least $4.50. 

Then I come back to the suggestion this committee made last week, 
and that is that you ought to conduct an educational campaign with 
these other agencies not to send orders for small items if some other 
way could be worked out. I think you have additional small orders 
that you order for direct delivery; you have almost 35 percent of 
orders of less than $25, and again your cost is up above the $4.50 

re. 

“Mr. Meotey. Last August Mr. Mansure issued a circular to all agen- 
cies of Government and in addition sent personal letters to the heads 
of all the Departments and some of the larger agencies that do pur- 
chasing pointing out the advantages and the money that could be 
saved by the agencies in the use of (1) imprest funds for small pur- 
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chases—you will recall we have a floor of $25—and urging them to 
make greater use of the imprest funds; and (2) where they had opera- 
tions in remote areas to make greater use of the so-called pocket-size 
purchase order-invoice-voucher form. The use of this form permits 
the accumulation of 1 month’s orders and then the supplier bills the 
Government once a month. 

Simplified methods have been made available to the agencies to fill 
their needs in emergencies for these small orders under very economi- 
cal ways of doing business, and if it would be the committee’s pleasure 
I think it would be helpful to insert that circular in the record at 
this point. 

Mr. Putures. How long is it? 

Mr. Meptry. About one and one-half pages. 

Mr. Putuiies. All right, put that in. 

(The circular referred to is as follows:) 


GENERAL SERVICES ADMINISTRATION CrRCULAR No. 70 


Aveust 21, 1953. 
To: Heads of Federal Agencies. 
Subject: Simplified methods for making small purchases. 


One of the principal objectives of the Federal Property and Administrative 
Services Act of 1949, as amended, is “to provide for the Government an economical 
and efficient system for the procurement and supply of personal property and 
nonpersonal services.” As part of the program to accomplish this objective, 
various methods have been developed aimed at achieving economies by the 
simplification of small procurement practices. Such simplified methods are con- 
sistent with modern business practices, the recommendations of the Hoover 
Commission, and the recommendations on small purchases contained in the 
House report on Survey of Procurement Process, Part 2 (H. R. 1224, 82d Cong., 
1st sess.). These methods have been, and will continue to be, developed on a 
collaborative basis by the General Services Administration, the General Account- 
ing Office, the Bureau of the Budget, and the Treasury Department, and in 
consultation with representatives of various executive agencies. Simplified 
methods which have been developed, and which are available for immediate 
application, may be briefly stated as follows: 

(a) Petty cash (imprest fund and agent cashier fund): For the procurement, 
payment, or reimbursement of bus and streetcar tokens and passes, postage 
stamps (including postage due), rubber stamps, books, hardware, minor technical 
and special supplies, perishable foodstuffs, taxicab fares, parcel post, drayage, 
repairs to equipment, fees, refunds, utility bills, and so forth. 

(b) Combination purchase order-invoice-voucher : Standard Form 44 (pocket- 
size) for use when purchaser is away from an established office and for single 
payment purchases not in excess of applicable open market limitations. Stand- 
ard Form 147, order-invoice-voucher, (standard-size) for general use in an estab- 
lished office to simplify procurement, processing, examination, and payment 
procedures, 

(c) Monthly or other periodic billing from vendor: For consolidating 
numerous small procurement transactions for single billing and payment. 

Many agencies have not yet availed themselves of the methods which may 
be applied to their own operations to simplify small procurement practices. 
A recent sample analysis made by the Division of Disbursement, Treasury 
Department, shows that of the approximately 5 million miscellaneous vouchers 
(excluding travel, payroll, transportation, and adjustment vouchers) processed 
annually for payment by this Division, about 45 percent (or an indicated 
2,250,000) requires the issuance of checks in amounts of less than $25. About 
23 percent of the total (or an indicated 1,150,000) involves checks in the amounts 
of less than $10. 

An example of an uneconomical procurement method is the purchase of bus 
and streetcar passes and tokens through the use of: (1) Purchase orders and 
related documents, (2) individual certified vouchers, and (3) payments by 
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cheeks in very small amounts. These and many other small items may be 
purchased through one of the simplified methods described above, which should 
result in worthwhile reductions in the cost of processing procurement and 
related documents and in the elimination of many checks in small amounts. 
Furthermore, excessive inventories resulting from the stocking of many small 
items for which the need is infrequent, may be eliminated through the application 
of available simplified methods which facilitate the ready procurement of such 
items for immediate use at the point of need. 

Other simplified procurement methods are: (a) Blanket purchase arrange- 
ments with vendors for the procurement of supplies and services, and (b) local 
term contracts for intraagency and interagency use. You will be advised, from 
time to time, as other simplified procurement methods are developed. 

The attached chart has been developed to furnish further details with respect 
to the purpose and application of certain of the simplified methods mentioned 
above. The staffs of the General Accounting Office, the Bureau of the Budget, 
the Treasury Department, and the General Services Administration are available 
to render advice and assistance in this cooperative endeavor in their respective 
areas of responsibility. 

EpMuND F. MANsure, Administrator. 
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ESTIMATE OF NEEDS OF CUSTOMER AGENCIES 


Mr. Putters. I wish you would tell me how in this estimate of 
needs, which arouses my curiosity, you establish the quantities that 
you are going to purchase of the various items to put into your sup- 
ply stock. Why do you not find out from the people who are going 
to use them how much they will need ? 

Mr. Mepuey. I think Mr. Flatley touched on that the other day. 
We are urging the agencies to order on a basis of quarteyly require- 
ments so that the orders will be larger and there will be a smaller num- 
ber of issues from our stock. 

Mr. Puiiirs. I am not talking about what the agencies order. I 
am talking about what you order to be distributed through your gen- 
eral supply fund services. The fact is you have devised some kind of 
formula method and it is not based on the needs of the agencies them- 
selves. Since Mr. Flatley is not here, all we can say is that it seems 
an odd way of conducting business, but if it works we have no criti- 
cism. You seem to have some self-devised formula which does not 
strike me as lending itself to good management of the fund, but it 
may. 

Mr. Meptey. On the very small items the experience factor is used, 
and on the larger items we do have discussions with the agencies to 
determine what their needs will be. We also work with the Budget 
Bureau examiners to see that the agencies estimates of supply require- 
ments are consistent with their financing. 

Mr. Mansvure. Probably the committee does not realize that there 
is a Federal Supply Board made up of the official in charge of the 
supply operation in each major agency of Government. 

Mr. Puiues. Your theory is they are the ones who go back and 
ascertain the needs of the various agencies? 

Mr. Mansvure. That group meets monthly. The supply officer 
will contact his subordinates in branches of a particular agency to 
determine what their needs will be. In the Fort Worth stores depot 
we are trying out a method with the local agencies whereby, rather 
than setting up each purchase, they will come like in a supermarket 
and make the selection of their merchandise and they are not billed 
except at the end of the month. They get merely a cash sales slip 
made out in duplicate or triplicate. The supply officer gets 1 copy, 
GSA gets 1 copy, and at the end of the month they are billed. We do 
not know if it will work, but it is a simplified method. We are 
actually trying it in three regions. Furthermore, it makes a greater 
impression on the buying agency of the number of purchases they 
make and it is cutting down the number of purchases immensely. 

Mr. Corron. It does not have the effect of supermarkets of letting 
the buyers see your wares and causing them to buy more? 

Mr. Mansvure. I believe it works the other way. It brings to their 
attention the cost of things they are buying, and they are not items that 
are used personally. 


PURCHASE OF AUTOMOBILES 


Mr. Putures. Are you asking for new automobiles? 
Mr. Meptey. Yes. That is on page 157. 
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Mr. Puiturrs. Have you had any automobiles turned over to you as 
surplus 

Mr. Meptey. I cannot speak in detail on that. We have had some. 

Mr. Puruiurrs. We thought we were on the track of a large number 
of automobiles from one of the military services and we have been 
disappointed, permanently or temporarily. Do you have any auto- 
mobiles that have been turned over or that if a pool were created could 
be used by other agencies without having to buy new automobiles? 

Mr. Meptey. I think I can answer that in a general way. You will 
recall when Mr. Hanson was here the other day he said in those areas 
where pools had been established we generally get overage auto- 
mobiles that are worn out. The estimate here provides for the dis- 
posal of 40 vehicles and anticipates the replacement of only 25, 15 by 
purchase and the acquisition of 10 from excess that we may find in 
other agencies. So in substance we will get rid of 40 automobiles of 
which we will replace only 25—15 by new purchase. 

Mr. Prius. Why can you not use automobiles purchased for 
other agencies that have either not been used at all or very little? 

Mr. Meptey. I think if we had the benefit of Congressman Jonas’ 
proposed bill on the control of automobiles we could do that. But it 
is my understanding we do not now have that authority. Is that 
correct, Mr. Elliott? 

Mr. Extiorr. We do not now have the congressional authority pro- 
vided in Mr. Jonas’ bill. 

Mr. Mansvre. That would be one of the most important things 
that could be done for GSA, to give it control of all vehicles except 
Defense vehicles. When I say “except Defense vehicles,” I am not 
speaking about the common-use vehicles but the strictly military 
vehicles. The Department of Commerce, for example, has something 
like 5,000 automobiles. We are trying to obtain for them a man for 
motor-vehicle control. There has been inadequate control over their 
vehicles. That is no reflection on the Department. It is a thing that 

rows in all departments of Government. There was very enlighten- 
ing testimony on what has been done in Denver, in a previous hearing. 

Since we have taken over the operation on November 1, we have 
reduced the 644 cars in use in that area by 112 vehicles. That can 
be done in all other phases of Government operation. When you 
consider the Government had 260,794 commercial-type motor vehicles, 
excluding tactical or troop-training units, at the beginning of 1954, 
you can see what we are talking about. It is a tremendous operation. 

There is another thing I would like to submit to the committee, a 
report which we made to the Director of the Budget to the penny- 
saving-dollar-loss method of the replacement operation of our cars. 
Industry has found after very careful analysis and research that the 
use of an automobile beyond a certain number of miles and years 
becomes a very inefficient operation. That is what the Government 
is doing. We found 1 car driven 500 miles last year on which we 
spent over $400 on maintenance. 

Mr. Anprews. What is the mileage at which industry has decided 
a car becomes inefficient ? 

Mr. Manscvre. Between 45,000 and 50,000 miles and 3 years of age. 
The reason 3 years is important in the Government is that in view 
of the amount we pay for the car from the factory we can almost sell 
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it at the end of 3 years for what we bought it for. That is a unique 
situation in Government. So we should take a firm stand that we 
will not keep a car more than 3 years. Ifa car is 3 years old and has 
been driven 45,000 or 50,000 miles we should turn it in because of the 
favorable position we are in on turn-in value. We would save about 
$40 million in that way, but I will give you the report containing the 
exact figures. 


Estmmatep Cost or CoMMERCIAL AND GOVERNMENT WAREHOUSE SPACE 


Mr. THomas. I would like to break down this per year per ton rental 
on warehousing. You stated in the justifications that it costs when 
you rent warehouses from private industry about $10 per year per 
ton, and in Government space, in round figures it is about $4.50 per 
ton per year. How do you arrive at those figures? 

Mr. Watsn. The figures are taken from our books. We have Mr. 
Saftlas here, who has made an analysis of that and can speak in detail. 

Mr. Tuomas. What does your $10 figure or your $4.50 figure cover ? 


COST OF GSA WAREHHOUSE SPACE 


Mr. Sarttas. The $4.50 figure covers all recurring costs in closed 
storage. This relates only to closed storage. 

Mr. THomas. What do you mean by recurring costs? 

Mr. Sartias. Current operating costs, plus fixed costs, plus interest, 
and insurance is used in order to make it comparable to commercial 
costs. 

Mr. Tuomas. Do you charge amortization on your building? 

Mr. Sartias. Yes, sir; we do. Would you like to have the per- 
centage we have used in this computation ? 

Mr. Tuomas. Give me the items that make up your $4.50 figure. 

Mr. Sarttas. The $4.50 includes costs of warehouse employees, 
charges, operating charges, which include the follow- 
ing: Labor 

Mr. Tuomas. If you go back here and build a building with 100,000 
square feet, do you contend, in the first place, that GSA can build 
that building cheaper than private industry can? 

Mr. Sarruas. That is not my department, sir, but we have an esti- 
mate here—— 

Mr. Tuomas. We have to have a building first before we can put a 
cost on it. 

Mr. Sartias. I have used $4.50 per square foot for construction 
which includes warehouses which GSA acquired through surplus. 

Mr. Tromas. $4.50 a square foot. You ought to build a pretty 
good warehouse today for $4.50 a square foot. 

Mr. Sarrias. On warehouses which we acquired from surplus, we 
applied the same $4.50 per square foot in order to arrive at a base cost. 
I used a 3 percent depreciation rate, which is greater than ordinarily 
allowed by the Bureau of Internal Revenue. 

Mr. Pumutrs. Of what materials are the warehouses built ? 

Mr. Sauispury. Concrete block and steel columns and pirdere-— 

Mr. Puiurrs. You think 3 percent is enough for that? 

Mr. Tnomas. If they use concrete and steel reenforcing maybe that 
is all right. 


1603 


Mr. Puitures. You think that is conservative? 

Mr. Meptey. Yes, sir. Since these buildings are well constructed 
I think 214 percent would be ample. 

Mr. Sarttas. The part I call a fixed charge is something GSA does 
not actually expend funds for. We do not have interest on invest- 
ment or insurance on the buildings. Interest is based on the cost to 
construct, which in commercial practice would be financed at 3 per- 
cent or 4 percent. We have taken a figure of 3 percent of total cost, 
which was arrived at by multiplying $4.50 per square foot by the 
total footage we have in Government warehouses. That was included 
in the $4.50 per ton-year figure. 

I have it broken down as recurring operating cost per ton per year 
of $1.73. Fixed storage cost, which is depreciation on the building, 
depreciation on pallets, and dunnage, which would be the other fixed 
costs, comes out to $1.45 per ton per year. 

Interest and insurance, $1.32 per ton per year. 

The total adds up to $4.50 per ton-year. 

Mr. Tuomas. When you put this material in a private warehouse, 
do you require the warehouseman to carry insurance on it? 

Mr. Watsu. No, sir. 

Mr. Tuomas. The Government in all instances is its own insurer? 

Mr. Watsn. Yes. 

Mr. Tuomas. So that is not a recurring item whether it is in the 
hands of private industry or a Government warehouse. What is your 
ba ay in your $4.50 per ton per year? What does your labor cost? 

r. Sartias. The labor cost ? 

Mr. THomas. Yes. 

Mr. Sarttas. It is not broken down in that manner. The big costs, 
of course, are the labor costs, which are included in the total operating 
cost of $1.73 per ton-year. 

Mr. Tuomas. What part of that $4.50 is charged to labor ? 

Mr. Meptey. The $1.73 includes watchment, guards, building and 
ground maintenance, labor, fuel, power, lights, water, supplies. 

Mr. Tuomas. On a comparable basis what do you think that figure 
would be in the hands of private industry ? 

Mr. Sarrias. That has never been given to us by private industry. 

Mr. Tuomas. Do you think the Government’s labor bill will be less 
expensive or more expensive than private industry’s? How do you 
figure that? 

Mr. Sartias. In my opinion it would be less for Government. 

Mr. Tuomas. It would be less? 

Mr. Sartias. Yes, sir. 

Mr. Tuomas. Go ahead and spell that out. 

Mr. Watsu. Our labor for moving this material in and out is on 
a contract basis. Once our warehouse is filled up that contract is 
terminated and the warehouse is put in standby position. 

Mr. Tomas. What is your standard for your guard and watchman 
service in any particular warehouse? What yardstick do you use? 

Mr. Sauissury. That will vary according to the size of the facility 
and on the availability of fire protection from surrounding cities or 
townships. 

Mr. Mansvure. What basis do you have for personnel? 
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Mr. Sauispury. We may have from 2 to 5 men on a shift, depending 
on the size. At some depots in addition to guards we would have a 
sufficient number of fire fighters. 

Mr. THomas. Have you a list of your warehouses available? 

Mr. Meptey. That is shown in table 4 of the classified material. 

Mr. Tuomas. For example, you have one warehouse of 400,000 
see feet and another one of 600,000 square feet. How many em- 
ployees do you have at the 600,000 square-foot location ¢ 

Mr. Sauispury. We have 10 supply personnel and we also have 
a tank farm there and have 18 peogle at the tank farm. 

Mr. Tuomas. That is 28 people. 

Mr. Sarissury. On protection and maintenance we have 28 people. 

Mr. Tuomas. That is 56. 

Mr. Sauissury. That is 56 people. 

Mr. Tuomas. Does this figure of 600,000 square feet tell the tale? 

Mr. Sauissury. There are more than 600,000 square feet there. 

Mr. Tuomas. I am going by your own figure. You have 18 people 
on your tank farm. How many barrels are in your tank farm? Well, 
leave the tank farm out and stay with the 600,000 square feet in the 
warehouse. How many people do you have in the warehouse ? 

Mr. Sauissury. Ten people. 

Mr. Tuomas. What do they do? 

Mr. Sauispury. We have the manager, secretary, 3 checkers, and 4 
typists. 

Tuomas. What is your maintenance personnel ? 

Mr. Sauissury. The guard personnel are 28 people. 

Mr. THomas. That is 38. Does that cover them all? 

Mr. Sauissury. All but the tank farm there. 

Mr. Tuomas. We are staying away from the tank farm. What is 
the total cost for maintenance and operation of that warehouse? Is 
it this figure of $2,503,000? 

Mr. Meptey. No, sir. That is the acquisition cost of the warehouse. 

Mr. Tuomas. What is your maintenance and operation cost ? 

Mr. Sartuias. This figure includes handling costs also—— 

Mr. THomas. You mean putting the material in the building? 

Mr. Sarrias. That is right, sir. 

Mr. THomas. Has it reached its capacity now ? 

Mr. Sauissury. That is pretty well filled except where rotation 
comes into being. 

Mr. THomas. What is your figure for 1954? 

Mr. Sartias. $146,000. 

Mr. THomas. What do you estimate for 1955? 

Mr. Meptey. Approximately the same as for 1954. 

Mr. Sartias. The total budget allotment as I have it here is $423,900. 

Mr. THomas. Is that for 1955? 

Mr. Sarruas. For 1954. 

Mr. THomas. How much is that a square foot, now ? 

Mr. Puiuiips. That is just for that one warehouse ? 

Mr. Sarrias. For this one location. 

Mr. Tuomas. In round figures that is 75 cents a foot and you can get 
a private warehouse to furnish all those services for 35 cents a foot. 
If that is an untrue statement, shoot at it. 
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Mr. Watsn. The lowest figure we have been able to get for com- 
mercial warehousing is $9.82 a year per ton. 

Mr. THomas. | am not talking about per ton. I am talking about 
per square foot. When GSA rents, it rents on that basis. 

Mr. Sartxas. I can give you figures per square foot on closed stor- 
age. It is 34 cents per square foot per year. 

Mr. Tuomas. And you are paying 75 cents / 

Mr. Meptey. No, sir. 

Mr. Putiuies. Mr. Thomas divided your cost per year by 600,000 
square feet and got 75 cents per square foot. 

Mr. Sarrias. Handling costs were included, open storage was in- 
cluded, and the tank farm was included. 

Mr. Tuomas. A private warehouse will cover that, will it not? 

Mr. Meptry. No, sir. As Mr. Walsh explained, the handling of 
materials as they come into the warehouse is contracted for separately 
and is not included in the rent we pay. 

Mr. THomas. Break down that $423,900. 

Mr. Sarrias. The total budget allotment for that location is 
$423,900. Of this handling costs are $205,000; the tank farm allow- 
ance is—— 

Mr. THomas. Leave the tank farm out. 

Mr. Sarrias. Open and closed storage is $146,000. If you will allow 
me to follow it through 

Mr. Tuomas. We will let you do anything you want to and hope you 
can come up with a good answer. 

Mr. Sartias. To the $146,000 we have added the operating costs 
excluding other handling costs of $23,356, and come up with a total re- 
curring cost of $169,356. By subtracting $25,844 allocated to open 
storage, the total recurring cost for closed storage is $143,512. 

Mr. PuHtuirs. How much administrative cost. is included ? 

Mr. Mepiry. That includes all costs at the warehouse location. 

Mr. Tuomas. Heat, light, depreciation, fire fighting and all that? 

Mr. Sarrias. I am only giving you the variable recurring costs. 

Mr. Putiiirs. You have to include depreciation and fire fighting. 

Mr. Sarruas. I will give you that. 

Mr. Tomas. As the record stands it looks to me you are paying 70 
cents a square foot. That is without interest and depreciation on the 
building ; that is out-of-pocket money. 

Mr. Sarruas. The per-square-foot charge is—— 

Mr. Mepuey. 471% cents. 

Mr. Pures. I think Mr. Thomas has made his point. If you fig- 
ure an actual comparable cost the amount you are paying is more than 
it would cost you to rent a comparable private warehouse. 

Mr. Sarrias. Industry costs are $10 per ton per year. We have a 
total cost 

Mr. Tomas. You mean that is the figure you wrote down on the 
books. 

Mr. Sarrias. That is taken from the actual budgetary figures elim- 
inating handling contracts, eliminating funds allocated to open stor- 
age, leaving a closed storage cost which on a per-ton-per-year basis is 
$1.37. 

The fixed cost of depreciation on the building and pallets is $1.07. 

Interest. and insurance is 97 cents. 
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The total is $3.40 per ton per year rounded. 

Reducing this to a square-foot basis, the variable storage costs or 
recurring costs would be 19 cents per square foot per year. For de- 
preciation, 15 cents; interest and insurance, 13 cents. That brings it 
toa total of 47 cents. 

Mr. Watsu. The commercial cost to us is 95 cents per square foot on 
all the space we have. 

Mr. armas What does that include? Do you get guard service? 

Mr. Watsu. For warehouses that have guard service that is in- 
cluded. The lowest figure we have been able to obtain so far is in 
Massachusetts, which was 65 cents per ton per month for rubber stor- 
age and 80 cents per ton per month for fiber storage. That would be 
$7.80 per year for rubber and $9.60 per year for fiber. 


COMPARISON TO OTHER WAREHOUSE COSTS 


Mr. Tuomas. What does the Reynolds crowd pay for space? His 
figures sounded high to me. 

Mr. Meptey. I think the only comparable figures we have are Fed- 
eral Supply’s stores depot figures, 55 to 70 cents a square foot. 

Mr. THomas. You have a lot of square footage at 35 and 40 cents, 
too. 

Mr. Meptry. Not in fireproof buildings, sir. 

Mr. THomas. What do you figure these five big warehouses you 
have cost you on a square footage basis, those new ones? 

Mr. Sauispury. At Seattle, 72 cents a square foot; at San Francisco, 
62 cents; at Atlanta, 50.9 cents; at Franconia, 72 cents; and Newark, 
70.66 cents. 

Mr. Tuomas. What does the one in Virginia cost ? 

Mr. Sauispury. Seventy-two cents. At Newark, N. J., the protec- 
tion and maintenance would be 13 cents, which would bring the oper- 
ating cost to 83.66 cents per square foot. 

Mr. Tuomas. You have the newest and most modern buildings, some 
costing 50 centssome 60 cents, and some 70 cents. How does that com- 
pare with the costs we discussed earlier? 

Mr. Meptey. Forty-seven and one-half cents, including allowance 
for interest and insurance and depreciation, to bring it to a compar- 
able price. 

Mr. Tuomas. And what do you say you can rent space for? 

Mr. Watsu. Our average in the entire country is 95 cents. The 
lowest rate was in Massachusetts, and that was 65 cents per ton per 
month for rubber and 80 cents per ton per month for fiber. 

Mr. Sauispury. All our commercial storage is based on so much 
per short ton or fraction per month. We have reduced that to square 
feet for comparison purposes. 

Mr. Tuomas. Your total cost at the 600,000-square-foot location is 
$425,000, and of that $423,000 did you give me a figure of $169,000 as 
actual recurring operating costs ? 

Mr. Sarruas. $143,500 is correct. 

Mr. Tuomas. That would be approximately $300,000 for putting the 
material in the warehouse. 

Mr. Meptey. And the recurring tank farm and open storage 
expense, 
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Mr. Tuomas. We are not talking about the tank farm. 

Mr. Sarrias. The tank farm, $27,900; handling contracts, $205,000, 
That would be $278,000 rounded, which would leave a balance of $146,- 
000 after adding in some other operating costs and taking out a pro 
rata share for the open storage, the total is $143,500. Those are 
recurring costs. 


CONSTRUCTION OF WAREHOUSES BY PRIVATE INTERESTS 


Mr. Tomas. To summarize it generally, one of the reasons your 
figures do not ring a bell with me, industry is making 110 percent more 
than you are. So that does not ring a bell. If industry is making 
that much money, that certainly is too much money to be made. You 
people ought to go to ODM and get industry to build warehouses with 
rapid tax amortization and cut down this excess profit they are mak- 
ing. Do you really think that industry is 110 percent higher than the 
Government on this deal? That is what your figures indicate. 

Mr. Mansure. Can we not submit the actual figures on comparison 
we had from the warehousemen’s association? We have all of that, 

Mr. Tuomas. When you have that you have something concrete. Do 
you have that? 

Mr. Watsu. I think we do. 

Mr. Tuomas. That eliminates guesswork. Do you find in those 
areas where you want to stockpile the critical materials the rates are 
higher than in other sections of the country ? 

Mr. Watsu. We went to the warehouse people and got 252,000 
square feet of space from the entire warehousemen’s association, and 
in order to get space to take care of our needs we had to take almost 
everything we could get our hands on, and they only made available 
to us that amount of space. 

Mr. Tuomas. Was any approach made to industry to build ware- 
houses on rapid tax amortization ? 

Mr. Watsu. I have never spoken to them on that basis. 


WAREHOUSE FOR SPRUCE PINE MICA DEPOT 


Mr. Jonas. Why could yon not follow the same plan you did at 
Spruce Pine, N. C., for the storing of mica? There you contracted 
with local people, did you not ¢ 

Mr. Watsu. Yes. 

Mr. Jonas. What do you pay there? 

Mr. Watsn. I think the figures we have include all o yanen 


Mr. Yares. At Spruce Pine, did the local people build a warehouse 


for GSA? 
Mr. Jonas. Two men did, I believe. 
Mr. Yates. What happened there, Mr. Walsh? 
Mr. Watrsu. A warehouse was built there. 
Mr. Jonas. And leased by GSA ? 
Mr. Watsu. Yes. 
Mr. Jonas. Is it on a month-to-month basis? 
Mr. Watsn. Yes, sir. 
(Information regarding the Spruce Pine Mica Depot is as follows :) 


The lease is with Frank Phillips as president of the Mitchell Lumber Co. It 
covers 14,000 square feet at a price of 72 cents per square foot per year. This 
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rental includes all water, all heat and heating equipment, janitor services, and 
any partitions or minor alteration work. The lease is written on an annual 
basis with the Government having the option to renew each year until June 30, 
1957. It contains a clause which gives the Government the right to cancel on a 
30-day notice. The lessor does not have any such right. 

At the time that the General Services Administration was made responsible for 
putting into effect the mica program, representatives of GSA went to Spruce 
Pine to survey the situation as to available space, expected operating conditions, 
etc. They estimated needs of at least 10,000 square feet and possibly as much as 
15,000 square feet. The space had to be adaptable to accommodating a buying 
activity and a processing activity and also provide the necessary space for storage 
of mica. Adequate lighting, both natural and artificial, is a vital necessity in an 
operation of this kind involving mica, There was a problem of finding a building 
that would serve as a storehouse, for officers, and for a processing activity which 
might be compared to a manufacturing activity. No such space was available 
except a building which was quite inadequate. 

Mr. Frank Phillips, who is in the building business as well as the lumber 
business, stated that there was a possibility that he would need more space for 
his future business activities and that he had been contemplating constructing a 
building which might ultimately serve his purpose but which he could rent in the 
meantime providing he had a tenant. He therefore stated that he would be 
interested in making the Government a proposition. As a result he built a 
building and GSA entered into a lease, as stated above. 


GUARDS AT SPRUCE PINES DEPOT 


Mr. Jonas, I would like to raise this further question about security, 
the guards, and ask the question if in a remote location—Spruce Pine 
is on the crest of the mountains removed from any center of popula- 
tion—when you began that operation there, my information is that 
Mr. Harmon in Atlanta communicated with the sheriff of the county, 
and asked him to provide guards and the sheriff looked about over the 
county and located a sufficient number of security people and told Mr. 
Harmon that they were available at a certain cost. Instead of using 
them, Mr. Harmon gets a civil service list and picks out some guards 
from Winston-Salem and other places and moves them at the expense 
of the Government into Spruce Pine, N. C., to serve as guards to 
guard a warehouse that contains nothing but mica. Is that the way 

ou mare to operate? Is it never possible to employ guards on a local 
asis ? 

Mr. Puuu.irs. How many guards do you need at best for a ware- 
house containing mica ¢ 

Mr. Manstre. Why can you not employ local people ? 

Mr. Watsu. I approved the hiring of local people, but we were 
overruled by Civil Service. 

Mr. Jonas. You mean you cannot hire a guard in a community such 
as Spruce Pine, N. C., without selecting the names from a civil service 
register, and if guards are not available nearby from that register 
you have to pay their expenses and move them into Spruce Pine? 

Mr. Watsn. I cannot answer that step by step. I know in this case 
our regional director at Atlanta requested authority to hire them 
locally, and that was approved by us but was overruled by Civil 
Service. 


WAREHOUSE OOSTS FROM PRIVATE INDUSTRY 


Mr. Tuomas. Do you have the figures on warehousing costs from 
private industry ¢ 
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Mr. Sautissury. In the New England areas we were quoted rates 
of about $7.80 and $9.60 per ton per year, respectively, on rubber 
and fiber. 

Mr. Tuomas. What is that per square foot? 

Mr. Sauispury. It would depend upon the density of this material to 
be stored. For example, at one of our fiber warehouses we have 700,000 
square feet and we could get the same material in that building in 
250,000 square feet in another warehouse. That is the situation in 
most of the New England warehouses. 

We have a price of $8.64 to $10.80 based on 100,000 square feet that 
they offered. 

In the New York area—of course, we cannot store in a port area 
where transportation would be crossed up—we had some space offered 
in New York and the rates there were $25.92 per short ton on fiber. 
That was the only thing we were looking for space for. They quoted 
a rate of 3 cents per cubic foot which would be $2.16 per short ton per 
month. Out of 12 warehouses we contacted in New York for the tem- 
porary storage of fiber, only 2 could meet the fire requirements. 

In the New Orleans area practically all the space in use there now is 
that which is in the port area and is part of the facilities operated by 
the port of New Orleans. 

Mr. Tuomas. What do you pay per square foot for that? 

Mr. Savispury. $1.05 per bart ton per month or $12.60 per short 


ton per year. 

Mr. Homas. What is that figure on the square-foot basis? 

Mr. Sauispury. At the rate of 10 square feet to the ton; that 
would be about $1.26 per square foot. 

Mr. Tuomas. When were those figures compiled ? 

Mr. Sauissury. Beginning December 7, 1953, and the last figure was 
February 15. 

Mr. Tuomas. Of this year? 

Mr. Sauissury. This year. 

Mr. Tuomas. Do you find the warehousing situation is easing any 
or is it still tight? 

Mr. Sauissury. It is tight so far as space within the areas about 
which we are concerned. In the Pittsburgh area there is industrial 
plant space available that could be converted into warehousing space. 

Mr. Puitures. Would you buy or lease it? 

Mr. Sauissury. That would be up to the operator. 


DETERMINATION OF WAREHOUSING LOCATIONS 


Mr. TrHomas. Does ODM tell your people where to store your 
material ? 

Mr. Sauissury. ODM gives us the pinpoint map and the quantities 
and percentages in a given area and they review our warehousing 
operations twice a year. 

Mr. Tromas. What differential exists between the areas where you 
want a warehouse and where you do not want a warehouse ? 

Mr. Sautssury. For example, in New England moving the fiber 
from Boston to an inland point then back to the point of consumption, 
would cost 32 cents per 100 pounds more than by direct route to the 
point of consumption or in transit at a point between Boston and the 
point of consumption. We have available for use land at the point 
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of consumption we could get for $16 a year. We could save that 32 
cents per 100 pounds. 

Mr. Put.ies. Would you have to build a warehouse ? 

Mr. Sauissury. Yes. That is the point at which it is used. 

On rubber there is a lower rate that applies from Boston to a point 
of consumption of 7 cents per 100 pounds in favor of Boston, How- 
ever, the rubber dealers will not deliver rubber to Boston without a 
premium of three-eighths percent per pound. Considering the differ- 
ential in favor of the Boston route we save $6.83 per long ton not 
bringing it to Boston. Those are factors we must take into 
consideration. 


ROTATION OF MATERIALS IN WAREHOUSE 


Mr. Tuomas. How long will you let it stay in storage before you 
rotate 

Mr. Sauissury. Rubber would be in storage not longer than 6 years. 
We have a transit arrangement with the railroads that allows us to 
get the through rate after 6 years. 

Mr. Tuomas, What about fiber ? 

Mr. Sauissury. Rotation of fiber is about 4 years and we have a 
transit arrangement for 4 years. 

Mr. Tuomas. What about metals? 

Mr. Sauissury. That is all open storage. We have plenty of space 
at all our depots for metal. There is no need for additional space for 
metals. 

MATERIALS REQUIRING CLOSED STORAGE 


Mr. Tuomas. What critical materials are you putting in closed 
storage ¢ 

Mr. Sauispury. Largely fiber and rubber. 

Mr. Tuomas. What kinds of fiber? 

Mr. Sauissury. Sisal, abaca from the Philippines and Central 
America. 

Mr. Tuomas. That is a relatively small part of your storage? 

Mr. Sauispury. That is considerable. One depot just outside the 
port area of New York would have nothing but fiber, 700,000 square 
feet to serve the New York area. 

Mr. Tuomas. What is the total square footage? 

Mr. Sauispury. We need 24,337,000. We have 10,530,000 mili- 


tary—— 

fi Discussion off the record.) 

Mr. Tuomas. Mr. Chairman, this discrepancy between $10 and 
$4.50 is far too big. I still do not understand it. One of the task 
forces had better take a look at it. 


POSSIBLE USE OF ABANDONED ARMY CAMPS FOR WAREHOUSES 


Mr. Anprews. What about using some of the Army camps being 
abandoned by the Army for warehouses? 

Mr. Sauispury. If there are any in the area. 

Mr. Anprews. They are closing camps all over the country. 

_ Sauispury. Yes, but that depends on economical transportation 
and so on. 
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Mr. Anprews. Would it not be more economical for you to assume 
the transportation cost and get free rent ¢ 
‘ Mr. Sauispury. We do not get free rent. We pay 35 cents a square 

oot. 

Mr. Anvrews. Is that what the Army charges? 

Mr. Sarispury. Yes; and they want an increase. 

We can do it cheaper in our own warehouses. 

Pe Fa ami Who sets that rate? What about the director of 
Mr. Sautssury. ODM sits in when those things are discussed. 
Mr. Anprews. Do they permit the Army to charge you for storing 

goods for the use of the Army eventually and in space not being used ¢ 

Mr. Sauissury. The space, of course, is allocated under an agree- 
ment that we have. 

Mr. Anprews. Suppose you find an Army camp that has been aban- 
doned by the Army and on that post are several big warehouses that 
are empty and not in use. Can you not take them and use them? 

Mr. Sauissury. If the Army abandons them and declares them sur- 
plus to General Services Administration, we could operate them. 

Mr. Anprews. The Army will not declare anything surplus. 

Mr. Sauiszury. If they still have it under their control we would 
have to pay them 35 cents a square foot based on the agreement set 
up by the Joint Chiefs of Staff. 

Mr. Anprews. Cannot the Director of ODM overrule the Army on 
that charge? 

Mr. Sauispury. We have had a review on that many times but the 
Joint Chiefs of Staff have ruled against us. 

Mr. Anprews. Could you not find enough storage space at Army 
camps to take care of all your warehousing needs? 

Mr. Sauispury. If we disregard areas of consumption and spend 
from $10 to $20 a ton excess freight. 

Mr. Anprews. In the long run would you save money, assuming 
you could get your rent free 

Mr. Sauissury. There would be a consideration there. In some 
cases it might balance out. 

Mr. Anpvrews. How much space is available now in abandoned 
Army camps? 

Mr. Sauissury. That we do not know. 

Mr. Anvrews. Can you find out? 

Mr. Saispury. We have asked the Army and Navy to declare 
those to us. We have written them twice. We have an answer from 
the Air Force and they say they have nothing. 

Mr. Anprews. I can show you some warehouses empty on reserva- 
tions that have been abandoned by the Army. 

Mr. Sarissury. Those are are in the Southeast ? 

Mr. Anprews. Yes, and on a railroad. 

Mr. Sauissury. We are not permitted to store rubber in climates 
where the mean temperature is above 65 degrees. 

Mr. Anprews. They have abandoned some Army camps in Pennsyl- 
vania recently. 

4 uot amas Did they not go back to the Pennsylvania National 
uar 
Mr. Anprews. The Federal Government owned them, did it not? 
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Mr. Sauissury. I think so, but I think they turned them back to 
the National Guard. 

Mr. Anprews. I think if you would investigate you would find 
plenty of space available in the hands of the Army. 

Mr. Mansvure. You probably missed my recommendation that De- 
fense be required to divulge to us what they have available. I wrote 
the Secretary the first of the month and have received no woy We 
read in the public press that these places will be available, but when 
we ask about them they tell us they are not available. We cannot 
find out when or where they will empty these warehouses. 


AMOUNT OF MONEY SPENT FOR STORAGE 


Mr. Anprews. How much money are you spending for warehouse 
space ¢ 

PM. Meptey. For warehousing, exclusive of construction, we have 
$18,868,000 in this estimate for 1955. 

Mr. Anprews. How much are you requesting for rental space? 
How much money do you want to pay private owners of warehouses 
in fiscal year 1955? 

Mr. Watsu. $3,910,000. That is for warehousing, and tankage is 
$600,000 additional. So it is $4.5 million. 

Mr. Anprews. For closed-warehouse space, it is how much? 

Mr. Watsu. $3.9 million. 

Mr. Anprews. How much do you pay the Army? 

Mr. Watsu. $3,799,000 for closed space from the three Military 
Departments. 

Mr. Anprews. If you could find abandoned warehouses on Army 
reservations they would serve your purposes as well as any private 
warehouses ? 

Mr. Watsu. Yes. 

Mr. Anprews. Have you taken up this question of warehousing 
space with the Director of ODM? 

Mr. Watsu. We have not talked with the Director. They have 
a group that deals with the warehousing question. We have not 
taken it up with the Director. 

Mr. Anprews. I think if you would take it up with him he might 
get you some of that space. 


PROTECTION SERVICE IN PRIVATE WAREHOUSES 


Mr. Yates. With respect to the storage of GSA materials in pri- 
vate warehouses, do you require private warehouses to have guard 
service? 

Mr. Watsu. Not guard service. We require that they have some 
kind of watchman reporting system such as ADT and an alarm system, 
but not guard service. 

Mr. Yates. Is that cheaper than paying guards? 

Mr. Watsu. Yes, sir; it is. 

Mr. Yates. Why does not the Government do it for its own ware- 
houses, then. 

Mr. Watsu. We do have ADT system in some locations, I believe. 

Mr. Sauispury. We have tie-ins with fire departments and ADT. 
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Mr. Yates. At those buildings you do not have guards? 

Mr. Sauispury. Yes, we have watchmen but where we have narcot- 
ics stored we have a tie-in with the fire department, police department, 
and so forth. 

Mr. Yares. I am trying to draw a comparison between the use of 
guards at Government warehouses and private warehouses. As I un- 
derstand it, when you store in private warehouses you do not require 
them to have guards, just ADT? 

Mr. Sauispury. Or a watchman or guard. 

Mr. Yates. You require private industry to either have a guard or 
ADT? 

Mr. Sauissury. That is right. 

Mr. Yates. Where GSA uses its own warehouses to store its mate- 
rial and subscribes to the ADT service, do you have guards or 
watchmen 

Mr. Sauispury. We have watchmen and part of their duties are to 
call the fire department. 

Mr. Yates. Do I understand that there is a distinction between what 
the Government does to protect property in its own warehouses and 
property in private warehouses? I get the impression from responses 
to my question that you have both the ADT service and guards in GSA 
warehouses whereas you have only the ADT service in private ware- 
houses. 

Mr. Sauissury. There are certain depots where we have police and 
firefighting arrangements made with the adjoining city or township 
in the area and there is an alarm system set up in the depot that ties in 
with the fire department and the police department. Therefore we 
have no firefighters. But in all our depots we have watchmen. For 
limited quantities we have in commercial warehouses, we have never 
been told by ODM that we must take the same security measures that 
we take in our own depots which are usually in outlying areas. 

Mr. Yares. Does that mean that in one part of your service your 
security measures are inadequate ? 

Mr. Sauitspury. Not necessarily. 

Mr. Yates. Does the fact that ODM has not told you to put guards 
on in private warehouses mean that guards are not necessary / 

Mr. Sauissury. We have discussed that with ODM and that is one 
reason they prefer we have our own depots where we have fire protec- 
tion. 

Mr. Yares. Is the purpose for which you hire guards for fire 
protection ? 

Mr. Sauissury. That and to make sure nobody walks away with 
the material. 

Mr. Yates. That is one of the reasons I thought you would hire 
guards. That is why I wondered why you did not have guards at 
private warehouses. 

Mr. Sauispury. Most private warehouses are in cities where they 
have an effective police force and policemen cover the beat, while GSA 
warehouses are in outlying areas. 
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LOSSES IN WAREHOUSES 


Mr. Yarrs. Have there been any losses from warehouses that you 
leased from private industry or that GSA owns? 

Mr. Sauispury. There have been no losses at private warehouses 
except by fire. 

Mr. Yares. No losses from thefts? 

Mr. Sautspury. No thefts. 

Mr. Yates. When was the last time you took a physical inventory ? 

Mr. Sauispury. That was taken about the middle of 1953. 

Mr. Yarrs. You checked all your materials at that time in all your 
warehouses ? 

Mr. Mepiey. We have taken physical inventories at all military 
installations. We have not yet taken physical inventories at commer- 
cial installations. The General Accounting Office did confirm the bal- 
ances in commercial installations with the contractors last June 30. 

Mr. Yares. When you say contractors whom do you mean? 

Mr. Meptey. The warehouses. 

Mr. Yares. The private warehouses? 

Mr. Meptey. Yes. We have not yet taken physical inventories at 
GSA warehouses. We are trying to make them every 2 years. We 
started occupying the first one in the fall of 1951 so the 2-year period 
is just finished. 

. Mr. Yates. There have been no losses from warehouses except by 
re? 

Mr. Sauissury. That is correct. 

Mr. Yarrs. How many fires have you had? 

Mr. Watsu. We have that list. 

Mr. Yates. Were these private warehouses? 

Mr. Wausn. Yes. 

Mr. Yates. Was the Government reimbursed ? 

Mr. WatsH. One is in litigation right now in an attempt to place 
the blame. The Government has not been reimbursed for one. I 
think on the cotton warehouse the fire was the responsibility of the 
warehouse owner and we will be reimbursed. 


INSURANCE ON STORED MATERIAL 


Mr. Yates. Did I understand you to say that the Government is 
self-insured even for commodities in private warehouses ? 

Mr. Watsu. Yes. 

Mr. Yates. What risks does the warehouseman take? 

Mr. Watsn. He is required to exercise due diligence. 

Mr. Yares. Due diligence with respect to what ? 

Mr. Watsu. The operation and maintenance of the warehouse. 

Mr. Yarrs. Do you get a cheaper rate by reason of not requiring 
insurance 

Mr. Sauissury. That is right. Some of the cotton warehouses have 
two rates, an insured and a noninsured rate. 

Mr. Yates. Did you say you get a cheaper rate as a result of not 
requiring insurance ? 

Mr. Mansure. Yes. 

Mr. Yares. What was the value of the material lost as a result of 
the fires you have had? 
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TOTAL LOSS FROM FIRES 


Mr. Sauissury. The total loss was $2,991,582.75. Anticipated re- 
imbursable, $2,914,433.51. Net loss, $76,949.24. 

Mr. Yares. This is the total loss GSA has suffered through fires 
since the program has been in existence ? 

Mr. Sauissury. Yes. This is the list: Six rubber warehouses and 
2 cars of rubber; 1 warehouse of fiber and 1 car; 2 warehouses of silk; 
3 cotton warehouses and 1 car; 1 warehouse with tannin extract, 1 
lighter. 

“Mr. Yates. How long have you been engaged in the business of 
storing such materials? 

Mr. Watsu. Since 1947. 

Mr. Yates. Do I understand GSA has not suffered any losses other 
than from fire? 

Mr. Watsu. There has been some pilfering but it has been re- 
covered. 

Mr. Yares. So there has been no loss from that? 

Mr. Watsu. No. 


POSSIBILITY OF LEASE-PURCHASE CONSTRUCTION 


Mr. Yates. I notice there are contracts for buildings to be con- 
structed on a lease-purchase basis; is that correct ? 

9 Mr. Mansvre. That bill was passed by the House but not by the 
enate. 

Mr. Yates. Has PBA not undertaken any contracts of that kind? 

Mr. Mansore. We are not empowered to do that. 

Mr. Yates. I was going to inquire if that was the arrangement at 
Spruce Pine, N. C. 

Mr. Mansvure. We have clauses in some of our leases that if the 
lease-purchase legislation is enacted we can go into that arrangements, 
but there is no provision for that now. 

Mr. Yates. How were you able to interest the people at Spruce 
Pine to build the warehouse there? I wondered ae you could not 
make a similar arrangement in other parts of the country. 

Mr. Watsu. I do not have the details. I will furnish that. 

Mr. Yates. Was the situation at Spruce Pine a peculiar one? 

Mr. Watsu. It may be that the processor of mica is the man who 
built the building. I will have to get the details. 

Mr. Jonas. Mica is heavy material, hard to transport, and is not 
susceptible to fire so the warehouse construction could be of a heavier 
character. 


COMPARISON OF GSA AND PRIVATE WAREHOUSING 


Mr. Yates. Let me ask you, Mr. Mansure, as a good businessman, 
have you considered the advantages of Government construction and 
operation of warehouses to be greater than using private warehouses? 

Mr. Mansoure. We have considered that. We are not sure what the 
answer is. All the costs I have seen have been higher for private 
warehousing than Government warehousing. This is a very contro- 
versial subject because the National Association of Warehousemen 
people are working very hard to get their spaces filled for their mem- 
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bership. The present president is a Chicagoan, Tony Bateman, whom 
you probably know, and we have been doing everything to cooperate 
with them but they still have not come up with a figure showing they 
can do the job cheaper than the Government. 

Mr. Yates. Are you satisfied from the comparison of figures that 
have been given you by the Association of Warehousemen that the 
Government is actually obtaining the warehousing services at cheaper 
figures from private industry ¢ 

Mr. Mansvure. We are submitting our figures to them for them to 
make their comparison with our figures. So if they can come up with 
a discrepancy, they will certainly do so. 

Mr. Yates. Apparently there is a wide discrepancy. 

Mr. Mansure. Some of the warehouses that they are offering to 
us are in highly congested areas such as near North Side Chicago and 
near West Side Chicago. Naturally the cost would be higher. It is 
not a fair comparison. We are comparing apples and oranges. The 
only similarity is that they are both round. If we have to go into a 
high tax, high-rent area in a city for a warehouse, we would probably 
be on the same cost basis as they are. 

Mr. Jonas. Do you not also have to consider there may come a time 
when the Government will have on its hands a lot of warehouse space 
it does not need ¢ 

Mr. Mansure. Yes. That is why we are concerned with not being 
able to get from Defense what warehouses will be available. e 
can sit here and say Defense should do this and that but it is another 
thing to get the information from Defense. We have not been able to 
get that information and we should be able to get that information of 
what facilities they will have empty. 

Mr. Jonas. I think we should be able to help you get that 
information, 

Mr. Yates. Off the record. 
(Discussion off the record.) 


GAO TO EXAMINE COST ANALYSIS 


Mr. Meprxy. Mr. Chairman, I believe Mr. Thomas made the sug- 
gestion that the task force should examine our analysis of costs. We 
shail be glad to have your task force examine them. 

Mr. Jonas. Do you have it in a form you can give us a copy or 
should they go to your office ? 

Mr. Mansvre. We think they should come down and check with us. 

Mr. Warsn. There is one point on the local — which IT under- 
stand may need further clarification. We will clarify that. 

(Information concerning the employment of guards at the Spruce 
Pine Mica Depot is as follows :) 

At the time the Government activity at Spruce Pine was initiated the Com- 
missioner of EPS and the regional director of General Services Administration 
at Atlanta agreed that, if feasible and economical, guard service would be secured 
either through the sheriff of the county or through the chief of police at Spruce 
Pine. However, upon inquiry it was found that proposals of the local author- 
ities were excessively high in Comparison with the Government employing its own 
guards. Therefore, the guard service, as it presently exists, was employed 
through Civil Service Commission procedures, since this was determined to be 
less expensive than through contracting for the necessary protection. 

Mr. Jonas. Thank you. 
Mr. Corron. The subcommittee will come to order. 
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OrrraTING Expenses, NattonaL ARCHIVES AND Recorps Servicer 


Amounts available for obligation 


1953 actual | 1954estimate | 1955 estimate 


| 

35, 625, 000 | 


Appropriation or estimate. $4, 868, 200 $5, 000 
Reimbursements from other accounts___............ 40, 449 28, 000 28, 000 

Total available for obligation. ___..._.............___. 4, 908, 649 | 5, 653,000 Z 5, 028, 000 
Unobligated balance, estimated |. 

Obligations incurred 4,897,145 | 5, 653, 000 028, 000 
Obligations by activities 

Description 1953 actual | 1954 estimate | 1955 estimate 


Fodert al 
. Service administration ___ 


LID 
= 
> 
< 
5 


Total direct obligations. ____- 


Obligations Payable Out of Reimbursements 
From Other Accounts 
. Records management 
. National Archives___.. 


one 


Total obligations pays able out of reimbursements from 


Obligations incurred 


$2, 706, 530 $3, 283, 000 $2, 800, 000 
317, 018 336, 000 317, 000 
1, 301, 044 1, 290, 000 1, 265, 000 
200, 000 100, 000 
231, 165 225, 000 225; 000 
64, 763 62, 000 60, 000 

191, 955 229, 000 233, 000 
4, 856, 696 5, 625, 000° 5, 000, 000 
| | 

2,713 5, 000 | 5, 000 
37, 731 23, 000 | 23, 000 
40, 449 | 28, 000 | 28, 000 
4,897,145 | 5,653,000 | 5, 028, 000 


Obligations by objects 


Object classification 1953 actual | 1954 estimate | 1955 estimate 
Summary of Personal Services | 
} 
Total number of permanent positions____._....-............. | 934 933 921 
Full-time equivalent of all other pa. ee Se 27 26 
Average number of all employees. 910 938 903 
Average salaries and grades: } 
General schedule grades: | 
Average salary... $4, 325 | $4, 400 $4, 443 
Crafts, protective, and custodial ‘srades: | 
Average $2, 944 | $3, 036 | $3, 058 
Average grade. CPC-3.4 CPC-3.7 | CPC-3.7 
Ungraded positions: Average CO aE ROT $3, 203 $3, 320 | $3. 
Personal service obligations. | 
Permanent positions... $3, 674, 320 $3, 878, 977 | $3, 889, 739 
Regular pay in excess of 52-week base... ‘ 13, 954 | 15, 033 | 14, 926 
Payment above basic rates__.___- 27, 447 | 14, 215 1, 000 
Total personal service. 3, 798, 297 3, 984, 826 au 3, 885, 665 
} 3, 782,044 | 3, 965, 825 | 3, 866, 665 
03 Transportation of 78, 187 70, 500 | 60, 500 
04 Communication services._____- 48, 961 78, 000 80, 100 
05 Rents and utility services:..............-.--:.--.-...-.-.- | 314, 404 395, 000 | 395, 000 
06 Printing and reproduction. 48, 957 58, 200 49, 500 
07 Other contractual services _____- 231, 679 | 535, 575 | 356, 235 
Services performed by other agencies 16, 293 | 15,000 | 15, 000 
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Obligations by objects—Continued 


Object classification 1953 actual | 1954 estimate | 1955 estimate 
Direct obligations—Continued 

$292, 712 $461, 750 $133, 850 
10 Lands and structures pe 
8, 350 5, 400 5, 400 
4, 856, 696 5, 625, 000 5, 900, 000 

Obligations Payable Out of Reimbursements From Other Accounts 
16, 253 19, 000 19, 009 
advises 24, 196 9, 000 9, 000 

Total obligations payable out of reimbursements from 
40, 449 28, 000 28, 000 
4, 897, 145 5, 653, 000 5, 028, 009 


Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 
Unliquidated obligations, start of $512, 257 $537, 257 
Obligations incurred during the year_..........-.-_....-- _..-| $4,897,145 5, 653, 000 5, 028, 000 
4,897,145 6, 165, 257 5, 565, 257 
Deduct: 

40, 449 28, 000 28, 000 
Unliquidated obligations, end of year_..........-...------ 512, 257 537, 257 437, 257 
4, 344, 439 5, 600, 000 5, 100, 000 

Expenditures are distributed as follows: 
Out of current authorizations. ......... .......-...---.--- 4, 344, 439 5, 100, 000 4, 600, 000 


We will now take up the estimate for “Operating expenses, National 
Archives and Records Service.” Put pages 160 and 161 in the record. 
(The justification referred to follows: 5 


Operating expenses NARS 


Change. —625, 000 


APPROPRIATION LANGUAGE 


Operating expenses, National Archives and Records Service: For necessary 
expenses in connection with Federal records management and related Seeman 
as provided by law; and not to exceed $30,750 for expenses of travel ; [$5,625,000] 
$5,000,000, of which [$200,000] $100,000 shall remain available until expended 
for nitrate film conversion. 


GENERAL STATEMENT 


“This appropriation provides for basic operations of the administration which 
deal with management of the Government’s archives and records, including 
custody and administration of permanent records in the National Archives and 
of other noncurrent records in Federal records centers, surveillance of records 
management programs of Government agencies, and filing and publication of 
Federal laws and regulations. The 1955 budget estimate is 11 percent below 
the 1954 appropriation.” (From the budget for 1955.) 


= 
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The quantity of Federal records is still growing, increasing in 1953 from 24 
million cubic feet to 25.2 million, the equivalent of 744 Pentagon buildings full 
of records. In 1955, emphasis will be placed on reducing the time records are 
kept. Agencies now report 31 percent of their records as being permanent. 
The proportion of permanent records should be reduced to nearer 10 percent. 

Funds for records-center equipment have been eliminated from the estimate. 
An S-percent increase in records-center workload will be carried out with less 
personnel and operating funds than are available in 1954, which will result in 
a substantial unit-cost reduction from $0.803 to $0.716. 

Reduced estimate for National Archives establishment will require some cur- 
tailment of reference service to public. Program of converting permanently 
valuable nitrate motion-picture film to acetate (safety) base will be continued 
at reduced rate. 

Federal Register workload is expected to remain constant and because of 
mandatory publication deadlines no further reduction is proposed in this activity. 

No provision is made under this title for administrative operations which 
support the operating activities such as aceounting, budget, personnel, legal, 
and general housekeeping services which are included in the estimate for “Admin- 
istrative operations.” 

Costs of penalty mail, which are directed to be paid to the Post Office Depart- 
ment out of appropriated funds by Public Law 286, 83d Congress, were, as a 
matter of policy, absorbed within the 1954 appropriation by instructions of the 
Bureau of the Budget. This absorption procedure continues through 1955. 


Summary reconciliation of 1955 estimate to 1954 funds 


A. 1954 appropriation in annual act $5, 625, 000 
B. Additions to 1954 appropriation: Penalty mail costs (increase 
over 1954) 


C. Deductions from 1954 appropriation: 
Elimination capital outlay for records centers_____ $400, 000 
Economy reductions in operating records centers__ 83, 000 
Cutback in conversion of nitrate film 
Economies in other activities 


Total estimate for 1955 


Analysis by activities 


Activities 1954 Deductions 


$3, 283, 000 $2, 800, 000 
Records management. 336, 000 19, 000 317,000 
National Archives. __- 1, 290, 000 25, 000 1, 265, 000 
Nitrate film conversion... 200, 000 100, 000 100, 000 
. Federal 225, 000 225, 000 
. Roosevelt Library... 62, 600 60, 000 
. Service 


"229, 000 233,000 


5, 625, 000 ' 5, 000, 000 


Mr. Corron. On “Operating expenses,” you have reduced all of the 
activities with the exception of Service Administration. 

Mr. Grover. With the exception of the Federal Register and Service 
Administration. 

Mr. Corron. It doesn’t show the Federal Register. It just shows 
that it remains the same, is that right? 

Mr. Grover. That is right. 

Mr. Corron. The Service Administration, which is the housekeep- 
ing section of your Department, has gone up. It seems a shame to 
have that sitting over there all by itself as an addition. 


| 

| | 95s 
1 
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Dr. Grover, do you have any general statement you wish to make? 
Mr. Grover. I have no prepared statement. I would like to review 
briefly some of the significant developments in the overall records 
program. 
THE RECORDS PROGRAM IN GENERAL 


As you gentlemen know, we have now completed the organization 
in each of our 10 GSA regions of a records center. By the end of the 
fiscal year 1955, when we complete the erection of all our shelving, 
these regional record centers will have a capacity equivalent to about 
400,000 file cabinets of records, that is, about 214 million cubie feet 
of records. We figure about .6 cubic feet to the average 4-drawer 
filing cabinet. These centers are taking records now from about 200 
Government organizations at the bureau or independent agency level. 


AGENCIES NOT USING GSA RECORDS CENTERS 


The principal agencies that are not using the centers are the Depart- 
ment of Defense, which has its own centers, administering about 2,- 
800,000 cubic feet of records, just slightly more than the GSA capacity. 

The Defense Department is not excepted in any way from our regu- 
lations, but is authorized to operate its own centers. 

The General Accounting Office, which is a great records producing 
agency, along with its great many other characteristics, has about 
1,400,000 cubic feet of records in its centers, but Mr. Warren and his 
staff have a very aggressive records program, and the quantity is being 
reduced. We are working very sivas y with them. They are now 
using some of our centers, and I presume ultimately will use more. 

The Selective Service System, as you know, has its own system of 
record depots holding about 275,000 cubic feet of records, particularly 
the records of World War II registrants. 

We are working with General Hershey in an attempt to reappraise 
the value of the majority of case files on World War registrants. 
We think it may be possible to destroy about 90 percent of those case 
files, which would make it possible then for the rest of the records 
in selective service, if the general agrees, to be consolidated in our 
centers. However, we are in the middle of that survey on the ap- 
praisal of the selective service records and we haven’t the final ob- 
jective answer yet as to whether or not they can be disposed of, most 
of them, or whether we will have to keep them for a longer period. 

The remaining agency which operates its own records center is the 
Veterans’ Administration, which has a center at Columbus, housing 
about 185,000 cubie feet of records. We have a slight difference of 
opinion with the Veterans’ Administration as to whether or not they 
should maintain this center or use our GSA regional facilities. The 
Veterans’ Administration has about 1 million cubic feet of case files 
of various kinds, claims, insurance case files and other records, and is 
accumulating this type of record at the rate of about 60,000 cubic feet 
a year. Yet the center only has about 185,000 cubic feet of records 
all told. 

We feel that the noncurrent, inactive records are being jammed up 
in the Veterans’ Administration field facilities and that space and 
equipment could be released if the records were transferred to our 
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GSA regional records centers. The records would still be in the 
localities where the principal use is made of them, that is, out in the 
regions. 


CIVIL SERVICE COMMISSION RECORD PROJECT 


There are one or two other recent developments that I think are 
worth mentioning. We have recently completed a joint project with 
the Civil Service Commission and the Budget Bureau as a result of 
a question that Mr. Mansure raised some months ago with the Civil 
Service Commission as to the possible overlapping between the Serv- 
ice Record Division of the Civil Service Commission and our center at 
St. Louis which handles the civilian personnel case files of former 
Government employees. 

All three agencies have agreed on our survey report now, the Civil 
Service Commission, the Budget Bureau, and ourselves, which will 
involve a considerable reduction in the Service Record Division in 
the Civil Service Division. We estimate a personnel savings of about 
$200,000 annually as well as one-time equipment and space savings 
of about a quarter of a million dollars. 

Our center at St. Louis, which has over 30 million case files on 
former Government employees, now serves all agencies of the Gov- 
ernment, including the Post Office Department, which has just begun 
to use the center in the last 3 weeks. 

We feel so far as the civilian agencies are concerned that we are 
getting the record disposition program into pretty good shape, that 
is, it is being applied rather effectively now, although there was still 
an overall increase in the total quantity of records created by the 
Government in 1953 over 1952. 

The civilian agencies managed to destroy about as many old records 
as they created, that is, about 1.4 million cubic feet were destroyed 
and about 1.4 million cubic feet were created. But the Department 
of Defense, I think, due largely to the fact that military personnel 
turnover is large and that the Department had such large expendi- 
tures in the fiscal year 1953, created about 2.8 million cubic feet of 
records and destroyed only about 1.6 million. 

But, taking the Government as a whole, and all agencies, military as 
well as our own, in the fiscal year 1953 for the first time records that 
were either retired to a center or destroyed just about equaled the 
quantity of new records created, that is, about 4.2 million A feet of 
new records were created and about 4.1 million were either destroyed 
or retired to records centers. 

Since the initiation of this program we have been emphasing this 
problem of getting the mass of records under control, the orderly 
disposition of records, but our Records Management Division, which 
is responsible for our staff activities in this field, had also been more 
active recently, attempting to control records creation and improving 
the efficiency of maintaining current records. 

We are working with the Internal Revenue Service, for example, in 
Baltimore on a pilot project to control the creation and use of corres- 

ondence and forms. The problem came up when the Baltimore of- 

ce asked their central office for an additional 17 people. We sent a 
team to Baltimore to work jointly with internal revenue people. The 
were immediately able to find ways of avoiding the addition of the 1 
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people to the staff. Furthermore they are now working out methods 
and procedures of handling this paperwork over there, which I think 
if applied to all the 75 district offices of the internal revenue will run 
to very considerable savings. 

Another example of the fact that we are getting into this business 
of records creation and more efficient maintenance of current records 
comes from our San Francisco region where we have had two tech- 
nicians working with a number of agencies. The savings recom- 
mended, while are small in each case, add up to around $75,000. 


REDUCTION IN PURCHASES OF FILE CABINETS 


Our file cabinet program, which I have brought to the attention of 
this subcommittee in previous years, has been very effective, working 
in cooperation with the Federal Supply Service. We expect this 
year’s purchases of file cabinets to be te to around 10,000 cabinets, 
from a high in 1951 of 97,000. That is a very considerable decrease 
in the purchase of new file cabinets and does indicates that this pro- 
gram is taking hold, I believe. 

Mr. Pururres. If you had 97,000 cabinets in 1 year, and you were 
dropping down to 50,000 cabinets for the next year, does that show a 
drop in your personnel handling the material ? 

Mr. Geoviie The drop is from 97,000 new cabinets purchased by 
the Federal Government in 1951 to a projected new purchase this year 
of only 10,000 new file cabinets. 

There are two reasons for that. The first reason is the increased 
emphasis which was placed on disposing of records on the spot, where 
possible, so that new cabinets do not have to be bought. Agencies re- 
use the filing cabinets they have in their offices. Secondly, when we 
transfer records to the records centers, we empty the file cabinets and 
they are then reused by the agency. 


NUMBER OF EMPLOYEES IN RECORDS CENTERS 


Mr. Pumurres. The number of employees that you have on the job 
is shown on page 166, am I right, the green sheet, for the service you 
are now talking about in the records centers? 

Mr. Grover. Yes. 

Mr. Puituirs. Actually, you have increased the number of employees 
from a total of 497 in 1953 to 539 in 1954, but you expect to drop it 
back 25 positions next year, to 514, is that right ? 

Mr. Grover. That is right. We can do that largely because we can 
eliminate some temporary employees at St. Louis that have been 
working on the consolidation of these personnel files from all over 
the United States. 

MICROFILMING OF RECORDS 


Mr. Puiues. I don’t know if it is appropriate to ask you about 
microfilming, but it seemed to me that was closely connected with the 
number of filing cabinets and the number of people working on the 
filing cabinets that you had. 

Mr. Grover. We have no microfilming activity this year, Mr. Phil- 
lips. I think what you have reference to is the survey of microfilming 
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activities of the Federal Government which was undertaken by Ree- 
ords Engineering, Inc. 

Mr. Puituirs. We thought we were going to get into microfilming 
to save space and money. Now it looks as if the survey is reeommend- 
ing that microfilming isn’t going to hold the possibilities that we 
thought it would; am I right? 

Mr. Grover. Microfilming isn’t useful except for permanent records, 
Mr. Phillips, so far as space savings are concerned. On a strictly 
cost basis, as between the use of records centers for records that have 
to be kept for varying periods of time up to 30 or 40 years, we can 
hold them and administer them cheaper in a records center than we can 
by microfilming them. 

Mr. Puiuies. When you must keep permanent records over 30 years, 
you would turn to microfilming ¢ 

Mr. Grover. That is right for the kind of records susceptible for 
microfilming. 

Mr. Pures. That certainly is new to this committee or certainly 
it is new to the chairman, if to nobody else. I thought we were going 
to be able to save a great deal of space, thus saving files, by the use of 
microfilming. So the report is that we cannot, so we have to then 
prepare for space and files and personnel. 

Mr. Corron. I was interested in the point brought about by the 
chairman. Some years ago did you feel, along with other people, that 
there was a great field for savings in microfilming these records? 

Mr. Grover. Mr. Cotton, I have always felt that there is a great 
saving in microfilming permanent records. I still feel that. will 
” coming up here for an appropriation for that purpose one of these 

ays. 

Mr. Corton. Ifa large percentage of the records can be destroyed in 
10 years, more in 20, and so on, it is a leakage rather than a saving to 
go to the expense of microfilming ? 

Mr. Grover. Yes. The expense of microfilming is considerably 
greater than keeping these records in the centers where the space is 
cheap and the equipment is cheap. 

Mr. Corron. o has the ultimate authority as to what records 
must be preserved even for the time being, and what records must be 
kept permanently? For instance, these agencies whose records you 
keep, do they tell you and are you obliged to follow the policy deter- 
minations on what records are important ; what must be preserved ? 

Mr. Grover. The initial recommendation comes from the agency, 
Mr. Cotton, but we are not obliged to keep them permanently if we 
don’t think they are permanent records; no. But the final approval 
or disapproval of the disposition schedules, which are intiated in 
the agency, reviewed and appraised by us, is in a joint committee oi 
Congress. 

Congress for 75 years, ever since the Government started to destroy 
records, has been keenly interested in seeing that the executive depart- 
ments do not destroy records that may be required by congressional 
investigating committees. 

That review in the joint committee of Congress is important not 
only from the point of view of Congress but I think is important from 
the point. of view of the executive departments, because believe me, 
1 think if it were not for that review the executive departments 
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wouldn’t destroy anything, because they would be so afraid of the pos- 
sibility of an investigating committee. 

Mr. Corton. Many of the record, perhaps this is particularly true 
of the VA and other agencies that you aren’t primarily dealing with, 
of the Government have to do with individuals; do they not? 

Mr. Grover. That is right. 

Mr. Corron. They don’t have to do with the conduct of executives 
in Government; they have to do with the Government’s relationship 
with individual citizens? 

Mr. Grover. That is right, Mr. Cotton. Certain types of records 
have to be kept so long for actual administrative claims and legal 
pone that an ordinary citizen would think of them as permanent 
records. 

Civilian personnel files, for example, have to be kept, and we have 
had a very extensive study on this with the civil service and budget—— 

Mr. Putires. When you clean out a record file and destroy it com- 
pletely, do you keep a simple card file or something saying that once 
there was a record on that subject and it has been destroyed? 

Mr. Grover. We keep only the schedule which authorizes destruc- 
tion, which describes the type of record that is destroyed. 

Mr. Putiures. It describes the name of the individual that Mr. 
Cotton is talking about ? 

Mr. Grover. No; we wouldn’t keep a record of the names of the 
individuals on the tabs of folders, for example. We couldn’t keep 
that. It would be too enormous a typing job. 

Mr. Corron. If your records indicated that all the claims by the 
Navaho Indians against the Federal Government up to 1896 had been 
destroyed, then anyone working on an individual case would know 
that his particular individual’s case had been destroyed ? 

Mr. Grover. That is right. 

Mr. Corron. In other words, you have some general record that 
at least shows a class of records that was destroyed ? 

Mr. Grover. That is right. 

Mr. Corron. What I am getting at is this: With all due regard to 
the diligence of a committee of Congress, if someone in the Govern- 
ment subject to limitations laid down by Congress or by statute had 
the ultimate authority to determine what records would be de- 
stroyed—perhaps you have that authority, I don’t know—wouldn’t 
that result in a great saving? In other words, human nature being 
what it is, doesn’t every a want to preserve a lot of records 
than an umpire separate from that department in reviewing them 
all would determine need not be preserved ? 

Mr. Grover. As I said, Mr. Cotton, I think the review by the joint 
congressional committee, while in some instances it may be pro 
forma—in all instances it is not—still it is an important element in 
persuading executive agencies to destroy these records. 

I think this umpire, if he were in the executive branch alone, would 
not be able to get as many records destroyed as we are now getting 
with the present procedure of going through this joint committee. 

Mr. Yates. Dr. Grover, I noticed the survey of Government micro- 
film operations that you have shown the committee this morning was 
done by Records Engineering, Inc. Who is “Records Engineering, 
Inc.”? Does it have a good reputation in the field? 
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Mr. Grover. Yes, sir; it is a private management firm. Its vice 
president and general manager, Irving Zitmore, is in my opinion one 
of the best microfilm men in the United States. I think they have 
done an excellent job on this survey. ; 

It is a job which I think should be done this way. Microfilming 
is controversial. There were reasons for having it done by an out- 
side firm. 

Mr. Yates. I think that is desirable. The question in my mind is 
with respect to some of the recommendations. It recommends the 
establishment of a system of governmentwide control. Is that only 
with respect to the keeping of records? 

Mr. Grover. That is only with respect to the microfilming of records, 
any type of microfilming. 

M: ATEs. These are recommendations only ? 

Mr. Grover. Yes and they only pertain to microfilming projects. 

Mr. Yares. It does not intend to cover the storage of records other 
than microfilming projects? 

Mr. Grover. No, sir. The chart in the back simply contrasts the 
cost of microfilming against storage in a records center. 

Mr. Yates. The survey makes the recommendation that before any 
agency undertakes any kind of a microfilming project, the approval of 

SA should be obtained. 

Mr. Grover. There should be central approval, yes, sir. 

eae That would have to be an act of Congress, would 
it not 

Mr. Grover. To give us final authority to approve or disapprove a 
microfilming project would require additional legislation. We don’t 
have that authority now. However, we are presently working through 
eee Bureau to attempt to control microfilming on a project 

asis. 

Records Engineering, Inc., found that there are about 230 goin 
projects in the Government. They examined several projects in detail 
projects now in existence on which expenditures of around $800,000 
are being made annually. They recommended the discontinuance of 
some of the microfilming, and changes in other projects, which amount 
poe a saving of $400,000 on that $800,000 that is being expended right 
today. 

Mr. Yates. The summary in the survey itself, page 4, subparagraph 
(d) states— 

Savings estimated at $2,400,000 in present operations were in view at the time 
of the survey and $6,600,000 of proposed projects were found unacceptable in the 
light of modern records management standards. 

Mr. Grover. As to the $6,600,000 of proposed projects, one of them 
was a proposal to microfilm X-ray, which is not feasible at all, and 
another one had to do with the proposed microfilming of some secu- 
rities of public debt service at Chicago. I think the reports on those 
two projects killed them. I don’t think there is any more to worry 
about those. 

The figure of $2.4 million represents a saving of 50 percent of the 
total expenditures the Government is making today on microfilming, 
which this firm found to be running at around $4,800,000. 

Mr. Yates. I wish there was a way to put in the record the chart 
on page 7. I think that is an illuminating chart, Mr. Chairman. 
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Mr. Pututes. We can’t very well put a chart in. We can investi- 
gate it and see if it is possible. 
~ Mr. Grover. Would it be possible for us to redo this as a table which 
you can print? 

Mr. Yares. I think that would be a good idea. I think most of 
the Congressmen had the same general impression we have on this 
committee, that if it is susceptible to microfilm, it should be under- 
taken immediately. 

Mr. Puttutrs. Mr. Yates is right. I think before you do that retab- 
ulating as to the making of a chart that you had better find out what 
it would cost us to put this chart in asa chart. I think it is entirely a 
matter of cost. It shows much more easily as a chart than it would as 
a tabulation. 

Mr. Yates. I know in previous Government documents they have 
So certain exhibits. I don’t know why it couldn’t be done 

ere 


(The table referred to follows :) 


BAsISs For ECONOMIC DETERMINATION : MICROFILMING oF RECORDS VERSUS STORAGE 
IN FEDERAL RECORDS CENTERS 


(1) Average cost of microfilming, $240 per 4-drawer file cabinet of records. 
(2) Average cost of storage in Federal records centers by years: 


1 year $3. 60 
10 years 86. 00 
20 years. 72. 00 
30 years 108. 00 
40 years 144. 00 
50 years_ 180. 00 
60 years 216. 00 
6624 years (break-even point) 240. 00 
70 years 252. 00 


Norr.—90 percent of all Federal records can be destroyed before 10 years. 
Source: Data from report by Records Engineering, Inc., Washington, D. C. 


Recorps CENTERS 
Mr. Putuirs. Mr. Reporter, put in pages 163, half of 164 and all of 
165. 
(The justification referred to is as follows :) 


1. Records centers 


Average employment 
Amount 
epal 
ment Field Total 
1955_ .--| 2,800,000 4 510 514 
HIGHLIGHT 


“Records of Federal agencies which must be retained for a period of time, but 
are not needed for frequent reference, are brought into and administered in 
low cost regional records centers until disposition can be effected. A national 
center at St. Louis administers records of former civilian employees of the 
Federal Government. The 1955 budget estimate provides for bringing into the 
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regional centers an additional 300,000 cubic feet of records; the scheduled 
disposal of 200,000 cubic feet of records now in the centers; and for rendering 
some 525,000 reference services.” (From the budget for 1955.) 

This program was initiated in 1951 as a result of legislation growing out of 
the Hoover Commission recommendations. Based on actual operations during 
the first 3 years, this program has released through 1953: (1) 110,000 usable 
filing cabinets, (2) 145,000 usable transfer cases, (3) 750,000 square feet of space 
convertible to office use, and (4) 1,345,000 square feet of storage and industrial 


space. 
Commission. 


Subactivities 


These results are in accord with those predicted by the Hoover 


1953 


1954 


1955 


(a) Regional records centers 
(6) Civilian personnel records center 


(c) Capital outlay for records centers 


Total cost or estimate 


$1, 469, 884 
995, 884 


$1, 890, 600 
992, 400 


$1, 825, 000 
975, 000 


2, 465, 768 
240, 762 


2, 883, 000 


400, 000 |. 


2, 706, 530 


3, 283, 000 


JUSTIFICATION 


(a) Regional records centers 


1953 | 


1954 


1955 


Cubic feet of records administered 
Unit cost 


1, 781, 181 
$0. 825 


2, 353, 000 
$0. 803 


2, 550, 000 
$0. 716 


$1, 825, 000 


$1, 469, 884 | $1, 890, 600 


A cubic foot of records administered is the work unit used to express overall 
workloads. This unit includes: (1) Bringing records into records centers (ac- 
cessioning), (2) destroying records in accordance with disposal regulations 
(disposal), and (8) answering inquiries based on files in custody (reference). 
For workload purposes records administered consist of records on hand at 
beginning of the year, plus accessions and disposals during the year. 

The 10 GSA regional records centers will begin 1955 with slightly more than 2 
million cubie feet of records in custody. More efficient space utilization in these 
centers (2.5 cubic feet to 1 square foot of floor space as compared with a 1 to 1 
ratio in agency files) and less expensive equipment (shelves and cardboard 
boxes compared with filing cabinets and transfer cases in agencies) make the 
records center system the most economical yet devised for maintaining non- 
current records. If records holdings at beginning of 1955 were occupying their 
original agency space and equipment, it would cost the Government an addi- 
tional $4.2 million in 1955 alone, based on average costs of maintaining records 
in agency space ($3.50 per cubic foot in office space and $2.45 per cubic foot in 
storage space compared with $0.80 in GSA records centers). 

An additional 300,000 cubic feet of records will be transferred to centers in 
1955 which will free some 27,000 filing cabinets and 4,000 transfer cases, and will 
release some 125,000 square feet of office space and 95,000 square feet of storage 
space. Total workload for 1955 equals 2,550,000 cubic feet of records adminis- 
tered, an 8 percent increase over 1954, which, coupled with employment and 
fund decreases results in a substantial unit-cost reduction from $0.803 to $0.716. 


(b) Civilian Personnel Records Center 


q 
| 
Performance 
| 1953 | 1954 1955 
Number of reference services rendered .......--.------0-----+| 517, 503 520, 000 520, 000 
Performance ia acne) $995, 884 $992, 400 | $975, 000 
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The work unit is a reference service rendered, which includes the furnishing 
of data from files or documents themselves to an authorized inquirer. Cost 
includes all related work necessary to make files at the center usable. 

All agencies are now sending personnel files of their separated employees to 
this national center, except the Post Office Department. Every month between 
50,000 and 60,000 additional folders are received. 

Use to which records are put, and principal users breaking down the 520,000 
inquiries handled, are indicated in the following table: 


Rehire: Percent 
Department of Defense 39 
7 

17 


All other Federal agencies 
Service histories: 
Federal agencies 
Private industry. t 
Investigation : 
Federal Bureau of Investigation 6 
Civil Service Commission 24 
1 
1 


Claims: 
General Accounting Office 
Bureau of Employees Compensation ae 
Retirement: 
Civil Service Commission 1 


Both the Civil Service Commission and the Federal Bureau of Investigation 
maintain a small research force at the records center to receive direct, on-the- 
spot service. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See condensed green sheet schedule) 


Personal services and staffing.—$1,930,615, provides for 524 permanent posi- 
tions with average employment of 514 which is a reduction of 25 from 1954. 
Reduction is made possible largely by elimination of temporary employees re- 
quired in 1954 to assist in consolidation of large quantities of records received 
by Civilian Personnel Records Center at St. Louis, Mo. Except for four positions 
in central office entire staff is in the field. Distribution by subactivities is as 
follows: 


1953 1954 1955 

Perma- Perma- Perma- 

Average Average Average 
nent nent nent 

positions | Positions | jocitions | Positions | nositions | Positions 
(3 Regional records centers... ........--.- 245 217.2 262 257 262 254 
Civilian personnel records center 262 280. 2 262 282 262 260 
Total. 507 497.4 524 539 524 514 


Other objects —$869,385, provides $520,000 for rental and maintenance of 
records-center space; $60,000 for transportation of records and shipment to 
centers of shelving purchased in 1954; $107,000 for all other contractual serv- 
ices; $85,000 for program supplies, including cardboard containers for replace- 
ment purposes, forms, and other items for personnel records at St. Louis ; $13,400 
for some 670 days of travel at average of $20 per day for personnel to examine 
agency records prior to shipment and assure maximum on-site disposal to pre- 
vent handling and shipping expense on useless records; and about $84,000, or 3 
percent of estimate for communications, administrative supplies, equipment 
rentals, and employee taxes. 


Recorps MANAGEMENT 


Mr. Puiiies. Put page 168 in the record. 
(The justifications are as follows :) 
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2. Records management 


| Average employment 
Amount 
epart- 
ment Field Tota’ 
dp $336, 000 23.3 5 45.8 
—19, 000 —.6 —2.0 —2.6 
317, 000 22.7 20.5 | 4 
HIGHLIGHT 


“Supervision of records management in all Federal agencies as required by the 
Federal Records Act of 1950 is provided by promulgation of governmentwide 
policies, regulations, procedures, and instructions, and by furnishing technical 
advice” (from the budget for 1955). 

Emphasis in 1955 will be placed on reducing quantity of Federal records by 
cutting down on time they must be kept; and reducing costs of maintaining cur- 
rent records by establishing standards, developing instructional material, and 
assisting agencies in applying improved practices. 


JUSTIFICATION 


Providing central staff direction, guidance, and assistance involves (1) pro- 
mulgation of governmentwide policies, regulations, procedures, and instruc- 
tions; (2) conduct of on-site surveys in agencies; and (3) provision of technical 
advice and assistance on problems beyond abilities of individual agencies to solve. 
This work is done in all three areas of records management: disposition of 
records ; organization, maintenance, and use of records; and control of creation 
of records. 

Total quantity of Federal records increased from 24 million cubic feet to 
25.2 million during 1953, although expansion has been checked in civilian agencies. 
The increase was in Department of Defense. In civilian agencies 1.4 million 
cubic feet of records created during the year were more than counterbalarced by 
disposal of 1.4 million and transfer of 0.7 million to Federal records centers, re- 
sulting in decrease from 12.7 million to 12 million cubic feet at end of year. 

In 1955 the GSA program will place greater emphasis on reducing time that 
records are kept. Agencies now report about 7 million cubic feet, or 31 percent 
of their records as permanent. These records would require seven additional 
buildings each as large as the National Archives Building, at a cost of several 
hundred million dollars. Efforts will be made to reduce permanent core of 
agency records to nearer 10 percent. 

In collaboration with other Government staff agencies, instructions will be 
issued establishing standards for more economical maintenance of types of ree- 
ords which accumulate rapidly in all agencies, such as accounting, payroll, pro- 
curement, legal, and transportation records. 

Agency requisitions for filing cabinets will be screened to insure maximum 
utilization of existing equipment. Effectiveness of this review and importance 
of filing cabinets released by Federal records centers in avoiding new pur- 
chases ($500,000 saved for every 10,000 cabinets not purchased) are shown by 
following table. 


Sources of filing cabinets supplied federal agencies 


Released by 
Cabinet 
Fiscal year records 
purchases centers 
1951 (not screened) 7 


1952 by GSA)_ 


4 
| , 55, 500 
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EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See condensed green sheet schedule) 


Personal services and stafiing.—$294,600 for 44 positions (43.2 average em- 
ployment) a reduction of 3 below 1954, will provide 2 positions in each regional 


office, except region 3 where a minimum of 3 is required, and 23 positions in 
central office. 


Other objects.—$22,400 is 7 percent of activity cost and provides for (1) es- 
sential communications services and office supplies; (2) reproduction of survey 
reports, regulations and training aids; and (3) 360 days of travel at $20 per 
day to work with Federal agencies in the field in carrying out records manage- 
ment program, 

NationaL ARCHIVES 


Mr. Puiuies. Your National Archives item is about the same as 
last year. Put pages 170 a 173 in the record. 
(The justifications are as follows:) 


8. National Archives 


Average employment 
Amount 
Depart- 
ment Field Total 
$1, 290, 000 264 
HIGHLIGHT 


“The permanently valuable records of the Government are selected, arranged, 
cataloged, preserved, and serviced in the Archives of the United States.” (From 
the budget for 1955.) 

In accordance with continued economy policy, no additional funds have been 
requested to handle backlogs in preservation and finding aids programs, and 
curtailment of service to the public is reflected in reduction in reference service 
program. 


Performance cost 


1953 1954 1955 
and $101, 500 $102, 100 $102, 100 
) Preservation and arrangement.................-.--------- 315, 800 351, 400 346, 400 
Repair and rehabilitation. 153, 000 156, 400 151, 400 
Arr 162, 800 195, 000 195, 000 
4 Preparation of finding aids. _.....................-.-.-.... 192, 642 161, 800 161, 800 
Reference and reproduction service...............--------- 655, 102 637, 300 617, 300 
Reference service___ 565, 920 546, 500 528, 500 
89, 182 90, 800 88, 800 
(e) National Historical Publications C issi 36, 000 37, 400 37, 400 
1, 301, 044 1, 290, 000 1, 265, 000 
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JUSTIFICATION 


(a) Appraisal and selection 


1953 1955 


6, 611 6, 600 6, 600 
$15. 35 $15. 47 $15. 47 


$101, 500 $102, 100 $102, 100 


The work unit is a series or group of records, upon which a separate judgment 
of appraisal must be made, and is developed through: (1) appraisal of records 
reported by other agencies for disposal, (2) selection and transfer to National 
Archives of a small core of valuable records, and (3) continuous reappraisal of 
a backlog of previously accessioned records to eliminate those of no permanent 
value. 

No change for 1954 is contemplated. 

(b) Preservation and arrangement.—Comprises two distinct work processes: 
(1) rehabilitation of paper records by flattening, repair, lamination, and rebind- 
ing, and (2) physical packing, labeling, and arranging of records. 


(1) Rehabilitation of paper records 


1953 1954 | 1955 


Records selected and Saeeeenaney pieces 549, 192 800, 000 800, 000 
Unit cost 4 $0. 279 $0. 196 $0. 189 


$153, 000 $156, 400 | $151, 400 


The work units are pieces selected for rehabilitation and documents actually 
repaired, laminated, flattened, or volumes rebound. Lower unit cost in 1955 
reflects mainly an increase in the relative quantity of flattening work to be done 
at less cost than laminating and binding. 

At no time since establishment of the National Archives in 1935 has it been 
possible to repair and rehabilitate millions of items that demand such attention. 
Documents and books have been repaired only when there was urgent reference 
need for them and they could not be handled without danger of permanent 
damage or disintegration. A survey in 1952 disclosed about 2 million pieces 
(papers or volumes) critically in need of repair and in frequent demand for 
reference purposes; about 6 million pieces in critical need of repair but in less 
frequent demand; and about 11 million in serious need of repair but not in 
danger of being lost if their rehabilitation is postponed for a few decades. The 
1955 estimate will permit the repair and rehabilitation of less than 10 percent 
of the first two categories. 

(2) Arrangement 


1953 1954 1955 


515, 154 650, 000 650, 000 
$0. 316 $0. 30 $0. 30 


$162,800 | $195, 000 | $195, 000 


{ 


The work unit is a record container, bound volume, or reel of motion picture 
handled. Work comprises initial packing, labeling, and shelving of records 
brought into Archives Building ; repacking, consolidating, and shifting of records 
that are reduced by disposal; and rational arrangement of records received in 
disorder. 

An increased proportion of manpower is now being devoted to this function 
and will continue to be devoted to it in 1955 to carry out a chain of internal 
moves that will (a) place all the most precious documents and governmentally 
indispensable records in safest parts of the building (interior stack areas below 


Performance Cost. . . 
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13th tier), (b) concentrate records in each section in areas most convenient to 
its search rooms, and (c) consolidate scattered segments of record groups so as 
to make all unoccupied space actually available for storage of new accessions. 
It is expected this large shifting job can be completed by the end of 1955 and 
that we can then put more manpower into urgently needed finding aid work. 


(c) Preparation of finding aids 


1953 1954 1955 
Unit cost............ of $7.71 $7.70 $7.70 
$192, 642 $161, 800 $161, 800 


This function comprises a determination of proper classification of records in 
the National Archives and preparation of inventories, indexes, guides, and lists. 
The entry work unit is nearly comparable to the basic catalog card of a library, 
although process of analyzing, and describing a record series might involve an 
unnamed packet of papers an inch thick or a loosely identified file 1,000 feet 
long. A large backlog of work is to be done under this program before it can 
be brought to a current basis, but no increase is proposed for 1955. It has 
been necessary this year and will continue to be necessary in 1955 to divert 
manpower from this function in order to accomplish the important arrangement 
job mentioned under 

(d) Reference and Reproduction Service.—Comprises two classes of service: 
(1) Furnishing records for use by Government officials, scholars, and the public 
generally in the National Archives Building; lending records to Government 
agencies, and answering inquiries on basis of information contained in the 
records ; and (2) reproducing documents on microfilm, in print, or by photostat. 


(1) Reference service 


1953 1954 1955 
Items furnished and inquiries answered 473, 658 470. 000 460, 000 
$1.19 $1. 16 $1.15 
Performance cost-_......- $565, 920 $546, 500 $528, 500 


The work units of this service are records items furnished and inquiries 
answered. 

Priority is given to service requests of Government agencies. Backlogs cannot 
be permitted in this part of the program, but limits have always been placed on 
amount of service given to the public. Service to the public has been curtailed 
further by eliminating entirely preparation of summaries or abstracts of 
geneological information, which were formerly provided on a limited basis. 
Pertinent records will continue to be made available to the public in search 
rooms of the National Archives. 


(2) Reproduction service 


1953 1954 1955 
pages re 282, 819 300, 000 300, 000 
Unit $0. 315 $0. 303 $0. 296 
Performance cost... $89, 182 $90, 800 $88, 800 


This service includes preparation of microfilm, photograph, and photostat 
copies of documents for use of other Government agencies and reproduction of 
selected series of records of special value to make them available for use out- 
side the National Archives and to provide security copies in case originals 
should be damaged or destroyed. Under the head of reproducing documents of 


i 
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special value are counted preparation and printing of territorial papers of 
the United States. 


(e) National Historical Publications Commission 


1953 1954 1955 


Performance cost (not susceptible to unit cost) _...........-... $36, 000 $37, 400 $37, 400 


In 1955 the Commission will continue to cooperate with various non-Federal 
organizations in carrying out portions of a national program of documentary 
publications. Projects for publication of the papers of James Madison, John C. 
Calhoun, and Henry Clay are now underway at the Universities of Virginia, 
South Carolina, and Kentucky, and a project for publication of the papers 
of Benjamin Franklin is expected to be announced early in calendar 1954. A 
list of writings on American history that were published in 1953 will be compiled. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See condensed green sheet schedule) 


Personal services and staffing.—$1,160,600 provides for 264 permanent positions 
(258 average employment), which is a reduction of 6 below 1954 and 11 below 
1953. The table on the following page reflects distribution of average em- 
ployment. 


1953 1954 1955 
| 
b. Preservation and 67.1. 76.0 
d. Reference and Reproduction Service..................-.-- 136.1 132. 0 126.0 
e. National Historical Publications Commission_-_-_-..._..._- 5.1 5.5 5.5 


Other objects.—$104,400 is 8.3 percent of estimate, and a reduction of $13,000 
from 1954. Entire amount is required for essential recurring items including 
$17,800 for communications; $32,100 for printing and duplicating finding aids, 
territorial papers and forms, and rebinding damaged volumes by Government 
Printing Office ; $30,000 for contractual services, such as security guarding, health 
room, and motor-pool vehicles; $20,000 for supplies and materials, mainly for 
preservation and reproduction functions; and 100 days of travel at $20 per day. 


AGENCIES NOT USING GSA RECORDS CENTERS 


Mr. Corron. I wondered if the doctor would recapitulate for the 
record from his very excellent statement. You were telling us of 
some of the departments of Government that store their own records. 

Mr. Grover. Yes, sir. 

Mr. Corron. You mentioned them and then talked about them. 
Would you just at this point list them? 

Mr. Grover. Defense Department is the largest, which has about 
2,800,000 cubic feet of records in storage. 

Mr. Corron. Will you name them? 
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Mr. Grover. Selective Service System; Veterans’ Administration ; 
the General Accounting Office, in part. 

Mr. Corron. Are there any others? 

Mr. Grover. Those are the principal ones. 

Mr. Puituirs. When these other agencies keep their records and 
keep them separately, and in their own agencies, do they follow 
exactly the same system that you do, so that if and when they are 
transferred to you they can then be combined with your records with 
no recopying or rehandling ? 

Mr. Grover. Insofar as the permanent records are concerned, yes. 
The ogee in some of the agencies differ somewhat from ou 
but they do not differ in any way that would affect the transfer o 
permanent records to the National Archives. 


VETERANS’ ADMINISTRATION RECORDS 


Mr. Puiiies. When the Veterans’ Administration was up here we 
made inquiry of that agency regarding their records. We found 
considerable difference of opinion, some I think even inside the VA 
as to the value or the desirability of keeping in some cases and cer- 
pad in microfilming in other cases their records, particularly their 

—rays. 

At my request the General Services has now furnished me with a 
statement of the suggestions and opinion of the GSA regarding the 
keeping of Veterans’ Administration records and the prego sav- 
ings—am I right, Mr. Mansure?—which would result if you were to 
handle these records instead of having this duplication of handling, 
which runs up to a rather astonishing sum of over $600,000 a year; 
am I right in that? 

Mr. Grover. That is right, sir. 

Mr. Puitures. I will put this in the record at this point. 

(The material retested to is as follows:) 


VA Recorps Service CeNnTER 


It is neither economical nor necessary to continue operation of the Veterans’ 
Administration records service center located at Columbus, Ohio. The serv- 
ices performed by this center can be assumed by the Iederal records centers 
operated by GSA at first year savings of over $400,000 plus the release of filing 
equipment valued at nearly a half million dollars. Annual savings after the 
first year would be over $600,000. 

The attached statement outlines in some detail the action necessary to elim- 
inate the VA center. Briefly the required measures are: 

1, Discontinue transfer to VA center of Army-Air Force chest X-ray films. 
Provide for their transfer to Federal records centers. 

2. Discontinue transfer to VA center of records of VA offices and hospitals. 
Provide for their transfer to Federal records centers. 

3. Transfer custody of records now in VA center to General Services Admin- 
istration. 

The following table indicates the savings estimated from the elimination of 
the VA records center at Columbus: 


Present VA Annual 
GSA cost say 
1160, 000 40, 000 120, 000 
788, 000 164, 000 624, 000 


1 Paid by PBS. 
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Transportation of records from Department of Defense and VA facilities to 
regional records centers rather than to Columbus would result in additional 
estimated savings of $25,000 annually. In addition to the annual recurring sav- 
ings, over 9,000 filing cabinets would be released for reuse. 

Moving the records now in the VA Center to a new location will cost an esti- 
mated $200,000. First year savings would be reduced by this amount to 

,000. 


DETAILED STATEMENT 


The Veterans’ Administration Records Service Center operates on the basis 
of centralized administration of certain records pertaining to veterans. Al- 
though it would be possible to operate the center more economically than at 
present, it would be still more economical to discontinue centralizing such 
records in the future and to eliminate the existing center. 

In considering the possible elimination of this records center, there are three 
groups of records which must be taken into account. These are (1) the records 
currently being received by the center from the military departments; (2) the 
records currently being received by the center from various Veterans’ Admin- 
istration installation; and (3) the records at present in the records center. 

1. Records currently being received by the center from the military depart- 
ments.—These consist of chest X-rays taken at the time of induction into and 
separation from the Army and Air Force. The Navy Department maintains 
its own induction and separation X-rays. 

The Army-Air Force X-rays currently being transferred to the Veterans’ Ad- 
ministration could be maintained more economically in GSA Federal records 
centers. This would be accomplished through (a) use of less expensive storage 
equipment, and (b) revision of procedures so that the expensive interfiling now 
being carried on in Columbus would no longer be necessary. No expansion of 
the facilities or budget of the Federal records centers would be required for this 
purpose. 

2. Records currently being received by the center from various VA installa- 
tions.—These records consist of veterans claims records of different types 
and clinical X-rays and other medical records from VA hospitals and dispen- 
saries. Besides the basic claims folders of deceased veterans (XC files), these 
inelude files relating to payments for vocational rehabilitation, for the so-called 
52-20 Club, and the like. 

The Veterans’ Administration is lagging behind the Government average in 
retiring its records to inexpensive space. At the end of fiscal year 1953, for 
example, the Veterans’ Administration had only 18 percent of its existing ree- 
ords in records centers or the National Archives, whereas the Government aver- 
age was 28 percent. Moreover, during fiscal year 1953 the Veterans’ Admin- 
istration retired only 1 percent of its records to records centers, whereas the 
Government average was 5 percent. 

If VA could meet the Government average for records retired, it could, on the 
basis of 1953 figures, remove 130,000 cubic feet of records from operating space 
to records center space. 

Transfers to the records center at Columbus have been retarded because of 
the lack of space and the reluctance of operating officials to ship their records 
halfway across the continent, in some cases, to a central location. 

It is proposed, therefore, that the claims and medical records, plus insurance 
files, loan files, and other eligible records, be retired promptly from expensive 
operating space to the Federal records centers in the localities in which the 
records are presently kept. No expansion of the facilities or budget of the 
Federal records centers would be required for this purpose. Since the 1955 
Federal records center budget can finance a total of only 500,000 cubic feet of 
accessions and disposals combined, however, the transfer of 130,000 cubic feet 
of VA records would necessitate some cutbacks in disposals or less urgent and 
profitable transfers. 

Adoption of this proposal would speed up lagging transfers, keep records 
in their present general localities, and speed up and improve reference service, 
while at the same time saving substantial amounts through the release of 
valuable operating space and filing equipment and through lower costs of trans- 
porting records. 

No difficulty is anticipated in providing reference service on VA records, 
even though they would be divided among 10 Federal records centers. The 
central office of the Veterans’ Administration at the present time maintains 
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a master locator file that indicates which of the many VA offices has the claim 
file on any particular individual. The locator file would continue to be 
maintained as at present, even though the records were in Federal records 
centers. 

To find any particular claims file the central office would simply go to 
the VA office which was last charged with having it; if that office had trans- 
ferred the file to a Federal records center, it would request that center to 
produce the record. 

3. Records at present in the records center at Columbus.—Taking the two 
steps outlined above would effectively shut off the flow of any additional 
records to the records center in Columbus. No personnel would therefore 
be required in Columbus for accessioning records or for the very expensive 
interfiling process. 

In fiscal year 1953 the Columbus center provided about 95,000 reference 
services on its records. If reference service is provided with the same efficiency 
as at Federal records centers, and allowing for greater complexity in the 
service required, only 30 people in Columbus would be needed for this purpose. 

Likewise during 1953 the records center in Columbus disposed of 1,000 cubic 
feet of records. Since the average annual production of a disposal archivist 
in Federal records centers is 4,200 -ubic feet, 1 person could easily maintain 
and even increase the present rate of disposal in Columbus. 

Thus only 31 persons, rather than a total of 188 (as of June 30, 1953), would 
be required, or a savings of 157 people. This savings would be achieved prin- 
cipally by elimination of the expensive interfiling process, as mentioned earlier, 
and also by the elimination of the present undesirable practice of providing 
photographic reproductions of X-rays rather than the original X-rays themselves 
when they are needed for administrative, legal, medical, or other purposes. 

An alternative arrangement which has been previously considered would in- 
volve operating the present center more economically. Under such an arrange- 
ment the center would continue to receive and centralize records from the Mili- 
tary Departments and VA installations, The savings would be derived from 
eliminating the interfiling of X-rays (but not the XC folders) and from using 
less space. This arrangement would reduce the present staff by 88, or possibly 
more, but is not recommended because it does not go far enough. 

Assuming that the existing center must be removed from Columbus, it would 
be most economical to move it intact to some other point. If GSA should take 
over these records, thereby abolishing the VA records center, it would move them 
to some place where Government-owned space was available in a Federal records 
center, which at this time would probably mean Kansas City or possibly Atlanta. 

In either case, it would be necessary to have a transfer of funds to finance the 
cost of physically moving the records and their containers and to pay the remain- 
ing operating staff of 31 people. 


Mr. Puituirs. Is there anything further that you want to say on this 
point other than the filing of this statement ? 

Mr. Grover. I think I should say that the principal difference be- 
tween us and the Veterans’ Administration is a difference as to how 
these enormous numbers of case files they accumulate should be ad- 
ministered when they become relatively inactive. They have tradi- 
tionally brought them into a central depository when the veteran has 
died or all claims on the files have been satisfied, and they are holding 
them largely for possible future congressional legislation dealing 
with veterans. 

Centralization of these files was all right before World War II. 
Then they could centralize them and do it economically. But the 
number of these case files which are now accumulating in the field is so 
enormous—as I said earlier, there are nearly 1 million cubic feet of 
VA case files in various installations throughout the country, and they 
are accumulating at the rate of about 60,000 cubic feet a year—that to 
attempt to bring those together and centralize them, interfile them at 
one location is a gigantic task, and that is why it is so expensive. 


1637 


Mr. Puiites. Another thing that makes it expensive, on the basis 
of past testimony before this subcommittee, is the VA’s method of 
making 6, 7, or 8 copies of letters or reports, and putting them all in 
the file. 

I should think inside the VA, without any reference to your efforts 
a new policy could be adopted that says you don’t have to keep all 
of the carbon copies that anybody ever made of any document. 

Mr. Grover. We would like to work closely with the VA toward 
that end. 

VETERANS X-RAY RECORDS 


Mr. Putturrs. But more practically and much more in your area is 
the controversial discussion of the value of an X-ray after a certain 
number of years and whether or not it maintains its value and is 
microfilmed. 

We hold on this committee that an X-ray from 5 to 10 years old is 
not of much value, and of less value if it has been microfilmed. 

Mr. Grover. We would agree with the committee. 

Mr. Mansvure. One other factor, Mr. Chairman, that I would like 
to make available is that GSA has record centers all over the country 
and they are available in the region where they need the record rather 
than in one central location. 

Mr. Grover. There is one exception that the Veterans’ Administra- 
tion insists on, and I don’t know whether they are right or not. I 
would be inclined to go along with them. There are an enormous 
number of X-rays accumulated, but the important ones perhaps are 
the ones at induction and separation, just two. They want to keep 
those, and I would be inclined to agree with them. 


SPACE IN RECORDS CENTERS 


Mr. Puurrs. What is your request for additional space next year? 

Mr. Grover. We have about 1 million square feet this year and we 
are asking for no additional space next year. 

Mr. Puiirirs. How many additional filing cabinets are there for 
next year? 

Mr. Grover. You mean shelving? 

Mr. Puturres. No; I meant files; files or shelving. 

Mr. Grover. We have completed the purchase of shelving to give 
us a pagerihy of 21% million cubic feet-—— 
‘ Mr. Hiuuips. In time, what does that mean, for how much in the 

uture 

Mr. Grover. Well, it depends on what happens to the Defense De- 
partment records. Excluding that from the picture, I would say 
that the 214 million feet would probably hold us, that is, it would 
round off at that figure with about 250,000 cubic feet coming in each 
year and about 250,000 cubic feet going out. 


NITRATE FILM CONVERSION 


Mr. Puriures. Put page 176 in the record. 
(The justifications follow :) 
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4. Nitrate film conversion 


Average employment 
Amount 
ment Field Total 
HIGHLIGHT 


“A temporary program to convert historically valuable motion-picture hold- 
ings of the National Archives from an unstable nitrate base to a permanent safety 
acetate base is continued at a reduced level.” (From the Budget for 1955.) 


JUSTIFICATION 
1953 1954 1955 


The work unit of a running foot of motion picture film converted from nitrate 
to safety acetate film includes processes of selection and reproduction, and in- 
spection and finally cataloging of the acetate film. 

Reel by reel appraisal of motion picture records of the National Archives in- 
dicates that about one-third is of sufficient historical and record value to be con- 
verted to an acetate base and retained premanently. Remaining nitrate film will 
be kept in vaults at Suitland so long as it is usable. 

Most of the motion picture film to be converted in 1954 and 1955 will consist of 
permanently valuable film produced during the period 1900-1940. Conversion of 
the remaining film—largely edited record combat film of World War IIl—can be 
completed by 1958. 

No valuable film has been lost since the conversion program began. Priority 
in conversion is given to older film, although aging is not the only factor leading 
to disintegration. If nitrate film has been improperly washed in processing, it 
may disintegrate within a few years. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See condensed green sheet schedule) 


Personal services and stafing.—$13,000 for 3 positions for selection, cataloging, 
and inspection of film. 

Other objects.—$87,000 provides $85,000 for conversion by contract and $2,000 
for transportation and travel expenses required to transport film in Government 
vehicles to and from National Archives facilities. 

Mr. Putures. What are you doing about your nitrate film conver- 
sion program that we gave you some money for last year? Did you 
spend it all? 

Mr. Grover. No. That program is progressing very well, Mr. 
Chairman. I certainly appreciate the fact that the committee gave 
us that money and os ogee the urgency of converting the perma- 
nently valuable nitrate film. As we go into it and appraise very care- 
fully each reel of film we have found it possible, with very rigorous 
standards, to reduce the total number of reels of nitrate film that we 
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expect to convert. But it still runs to a 5-year program at the rate 
proposed for 1955. 

r. Putures. I read your statement very carefully, which is on 
page 176, and I think the committee will make only one suggestion, 
that you better get moving on that program before they show many 
more of these old films on television or we will take back the money 
that we gave you for preserving the films that you have. 

Mr. Grover. If I had to look at them, I think I would agree with 
you. Most of these films that we are converting are Government 
films, really historical record films, such as the record of combat opera- 
tions of divisions in World War I. 

Mr. Yates. I don’t think the Archives ought to permit those TV 
films to come out. 

Mr. Grover. We have contributed footage to some very good TV 
films. 

Mr. Yates. Name one. 

Mr. Grover. The Navy film, Victory at Sea. About a third of that 
footage came out of the Archives. 

Mr. Yates. Were you reimbursed for it? 

Mr. Grover. Yes, sir; we were. 

Mr. Pututrs. Does it show on the budget? 

Mr. Grover. It shows as a cost item in reproduction service, as a 
reimbursable item. 

Mr. Yates. With respect to your nitrate-film conversion process, is 
it proceeding as quickly as you think it can be done? 

Mr. Grover. I think it is proceeding as quickly as we can appraise 
the film and get it to the laboratory for conversion. 

Mr. Yates. Is any of it disintegrating through lack of funds? 

Mr. Grover. No, I have had a check made. No valuable film has 
disintegrated since we started this process. We are watching it closely. 
I can’t guarantee in any case that one reel won’t disintegrate, because 
while we are approaching the conversion from the point of view of the 
oldest film first, still it isn’t necessarily the age of the film that de- 
termines whether it is going to disintegrate. 

It might have been produced a year ago and if it had been badly 
washed in the laboratory it could disintegrate very rapidly. 

Mr. Yarrs. Even with your nitrating process? 

Mr. Grover. Not after it has been transferred to an acetate base. 
We test residual hypo and the other things you have to watch for. 

Mr. Yates. Will an additional appropriation help this in any re- 
my I think it is an important project because of its historical 
value. 

Mr. Grover. This committee has given us a lot of support on this 
project. I think for this year we couldn’t go any faster because we are 
having to appraise this on a reel by reel basis. There is no use convert- 
ing it if it isn’t worth converting. 

Mr. Yates. Who does the appraisal? Who decides what should be 
retained permanently ? 

Mr. Grover. It has two reviews. The appraisal is first done by the 
chief of our Motion Picture Section. The final review is the Direc- 
tor of our Archival Management. 

Mr. Yates. That is you? 

Mr. Grover. No, although he is in the National Archives. 
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Mr. Yates. Are you—— 

Mr. Grover. I have 4 divisions. One is the National Archives. 
Another is Records Management Division. Another is the Federal 
Register Division. Another is the Roosevelt Library, 

Mr. Yates. I know, but what is your title? ' 

Mr. Grover. I am the Archivist of the United States, but in im- 
mediate charge of the National Archives and Records Service. I have 
delegated some of my responsibilities to an official that I call the Direc- 
tor of Archival Management. 

Mr. Yates. You have 2 people who are determining the permanent 
value of it? 

Mr. Grover. Yes, 2 people reviewing the initial appraisal. 

Mr. Yates. What are the qualifications of the chief of your Motion 
Picture Section to determine whether a record is of such quality that 
it should be retained permanently ¢ 

Mr. Grover. Well, I think for 90 percent of it it is quite obvious to 
anyone who has training in history, or knowledge of what records are 
created in the motion picture field in the Government, and that an 
appraisal is rather readily made. 

T think if I could show you a list you could appraise it yourself. 

Mr. Yares. I would have confidence in your making the appraisal, 
but you don’t make it, apparently. Two other people make it. I 
would like to know their qualifications in order to make sure that 
qualified people are doing the work. 

Mr. Grover. They are people who have worked in that section for 
several years, Mr. Yates, and who have worked as archivists for 15 
years. 

Mr. Mansure. Why couldn’t we supply the name and a biographical 
background 

Mr. Yates. That is porte all right. I just want to make sure 
they are qualified people who are passing on these records. 

Mr. Grover. The man who makes the final appraisal is a trained 
historian, a Ph. D. 

Mr. Yates, The question in my mind is that the person who makes 
the final appraisal is in the same position as the President of the 
United States, making appointments of naval officers. There are a 
number of people who are passed over who might possibly be better 
qualified whose names are never even considered by the President. 

Mr. Grover. Mr. Yates, as a safety device, if we make an error, we 
are not destroying the nitrate film we have in the vaults out at Suit- 
land that is not being converted. 

Mr. Yares. It will be allowed to disintegrate ? 

_ Mr. Grover. It will be allowed to stay there, and if there are errors 
in judgment made I am sure the errors will show up and the chances 
are it will be converted. 

_Mr. Yares. You are going to put the statement of their qualifica- 
tions into the record ? 

Mr. Grover. We will do that. 

(The statement referred to follows.) 


| 
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STATEMENT CONCERNING SELECTION OF NITRATE MOTION-PicTURE FILM FOR 
COPYING ON SAFETY FILM 


The appraisal and selection of nitrate motion-picture film in the National 
Archives for copying on safety acetate film are performed by the following staff 
members in accordance with standards and policies approved by the Archivist 
of the United States, August 1, 1952: 

1. The initial appraisal and recommendations for selection are performed by 
the Chief, Motion Picture Section. Present incumbent, Miss May E. Fawcett, 
B. S, 1922, Irving College, Mechanicsburg, Pa.; graduate work Columbia Univer- 
sity; teaching and visé-clerk experience 1922-37; member of the National 
Archives staff since 1937; has served as Reference Supervisor, Reproduction 
Service Expert, and since 1948 as Chief, Motion Picture Section. 

2. Initial recommendations are reviewed by the Chief Archivist, Audio-Visual 
Records Branch. Present incumbent, Mr. Marcus W. Price, M. A., LL. B., Uni- 
versity of South Carolina, 1916, 1918; graduate study at Harvard University; 
legal practice 1920-35; member of the staff of the Nationa! Archives since 1935; 
has served as Assistant Director of Archival Service; Director of Records Ac- 
cessioning and Preservation ; Chairman, Accessions Advisory Committee ; Deputy 
Director of Operations; Chief Archivist, General Records Division; Chief Archi- 
vist, Audio-Visual Records Branch; all of these positions involved responsibility 
for the appraisal of records. 

8. Review and final approval of recommendations are the responsibility of the 
Director of Archival Management. Present incumbent, Dr. G. Philip Bauer, 
Ph. D. in American history 1935, Harvard University ; author of numerous articles 
on historical subjects; assistant to the editor, The Encyclopedia Britannica 
1935-36 ; served on the central staff of the Survey of Federal Archives, 1936-37; 
member of the staff of the National Archives since 1937; hus served as Assistant 
Research Expert; Assistant Chief, Division of Labor Archives; Assistant Director, 
Records Control Division; Assistant to Director of Archival Management; prac- 
tically all of these positions involved responsibility for the appraisal of records; 
author of The Appraisal of Current and Recent Records, in National Archives 
Staff Information Circular No. 13, June 1946. 


FEeperAL REGISTER 


Mr. Pures. Put in page 178. 
(The justifications are as follows :) 


5. Federal Register 


Average employment 


Amount 


000 
0 
000 


HIGHLIGHT 


“The daily issue of the Federal Register, the Code of Federal Regulations, the 
United States Government Organization Manual, the slip laws, and the United 
States Statutes at Large are published within fixed deadlines.” (From the 
budget for 1955.) 

This estimate provides for performance in 1955 at substantially the 1954 level, 
with estimated production totaling some 28,000 pages. 


| 
epart- 
mental Field Total 
BES | Me be 40.6 


1953 1954 1955 


Number of pages prepared for publication...................-. 26, 346 28, 800 28, 800 
Performance cost - --_..-- $231, 165 $225, 000 $225, 000 


Workload is expressed in the number of pages prepared for publication regard- 
less of differences in the editorial techniques involved. The workload of the 
Federal Register functions by number of pages prepared and published is set forth 
in the following table: 


1953 1954 1955 
8, 591 9, 700 9, 700 
14, 354 15, 500 15, 500 
734 740 740 
1, 306 1,400 1, 400 
1, 361 1,460 1, 460 
26, 346 28, 800 28, 800 


These are continuing services and because of rigid publication deadlines, as 
in the case of the Federal Register and the slip laws, backlogs cannot be per- 
mitted. All services are current, The estimated performance for 1955 is based 
on (1) the current rate of agency filings with the daily Federal Register, (2) 
the normal cumulation of pages in the pocket supplements to the Code of Federal 
Regulations, and (3) the normal workload resulting from congressional 
enactments. 

The unit cost projected for both 1954 and 1955 reflects the maximum operating 
efficiency. The higher unit cost for 1953 resulted from a temporary drop in the 
normal workload during the third and fourth quarters attributable to the change 
in administration, coupled with some decrease in operating efficiency resulting 
from the application of reduction-in-force procedures as activities financed with 
emergency funds were eliminated. 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See condensed green sheet schedule) 


Personal services and staffing.—$220,700 for 41 permanent positions (40.6 
average employment) in 1955 all in the Central Office, 1 position below 1954 and 
5 positions below 1953. 

Other objects.—$4,300 is 2 percent of activity cost and covers communications, 
supplies, miscellaneous services, and 10 days of travel at $20 per day. The 
cost of printing official documents is provided for by direct appropriation to the 
Government Printing Office. 

Mr. Puitutres. How about the Federal Register? 

Mr. Grover. For the Federal Register we are asking for the same 
staff in 1955 as we had in 1954. I think we have cut this staff down 
to the minimum considering the workload. In 1950, as you will 
recall, when we took over the publication of the statutes at large, the 
slip laws from the State Department, and the publication of the 
United States Government Organization Manual, with the transfer 
of some personnel in both cases, the Federal Register Division had a 
staff of around 48 people. Production per man-year I think was 
around 350 pages. The staff is now 40 people and the production is 
almost double. I am not sure that they can hold up that rate of 
production per man-year, but they certainly can’t increase it. 


JUSTIFICATION 
Federal 
Code of Federal 
U. 8. Government Organization Manual.____-............---- 

: 
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Roosevett Lisrary 


Mr. Puitutres. Put page 180 in the record. 
(The justifications are as follows :) 


6. Roosevelt Library 


Average employment 
Amount 
Department Field Total 
HIGHLIGHT 


“Manuscripts, books, photographs, and other historical materials received 
from Franklin D. Roosevelt and his contemporaries are preserved, cataloged, 
and serviced.” (From the budget for 1955.) 

The staff of the library for 1955 has been reduced to the absolute minimum level 
necessary to administer the library collections. 


JUSTIFICATION 


The library holdings now include 6,600 cubic feet of manuscripts, 26,000 
volumes, 37,000 other printed items, 51,000 still pictures, and 18,000 museum 
objects. About 50 percent of the library holdings still require processing. The 
program of cataloging, arranging, and classifying the backlog of unprocessed 
books, photographs, and museum items is being carried on slowly. In 1955, as in 
1954, the backlog will be reduced by about 10 percent. 

A leveling off of reference services at slightly below the 1953 level, as set 
forth below, permits the decrease in funds and staff projected for both 1954 and 
1955: 


1953 1954 1955 
Visits by searchers to the search rooms... 328 330 330 
Items of beoks, papers, etc., furnished __._.-.......-...---.-- 2, 465 2, 400 2, 400 
Replies to written 575 550 550 
Pages of manuscript and photographs reproduced..-...-.....- 9, 485 8, 000 8, 000 


EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See condensed green sheet schedule) 


Personal services and staffing.—$57,500 for 12 positions, 1 less than 1954. 

Other objects.—$2,450 is 4 percent of activity cost and covers communications, 
supplies, miscellaneous services, and 28 days of travel at $20 per day. 

Mr. Yates. With respect to the Roosevelt Library, are all these em- 
ployees in New York or are some of them here in Washington ? 

Mr. Grover. All are in New York. 

Mr. Yates. I noticed that there is apparently a tremendous backlog 
of work that has to be done in the analyzing of the records that are 
present? 

Mr. Grover. Yes, sir. It is very slow in the cataloging and index- 
ing or agg manuscript records. We are not more than 55 percent 

rough. 

Mr Puruirs. How about the Roosevelt Library? Can’t you give 
that to the Library of Congress ? 


| 
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Mr. Grover. No, sir; I hope not. 

Mr. Putuirs. Can’t we give it back to the Roosevelt family ? 

Mr. Grover. No, sir; I don’t think that would be fair. 

Mr. Puituips. You couldn’t give it to the National Park Service? 
Mr. Grover. I don’t think it belongs in the National Park Service. 
Mr. Puuuies. I always live in hope. 


Service ADMINISTRATION 


Mr. Putures. Put page 182 in the record. 
(The justifications are as follows :) 


8. Service administration 


Average employment 
Amount 
Department Field Total 
233, 000 7.5 19.5 0 
HIGHLIGHT 


General supervision over all programs assigned to the National Archives and 
Records Service is provided in the central office by the Archivist and his assist- 
ant, assisted by a small administrative staff. In the field, this supervision is 
carried out by a deputy regional director for records management in each of 
the 10 regions. In addition to supervising the records management and centers 
operations the deputy regional directors perform substantive work relative to 
the records management activity. 

Beginning August 15, 1953, Public Law 286, 838d Congress, requires that the 
cost of handling penalty mail be paid to the Post Office Department at rates 
determined by it. As there is no practical way of determining the quantity 
and cost of penalty mail generated by each activity under this appropriation, 
the entire amount has been included under this activity. 

The increase in the activity in 1955 over 1954 and most of the increase over 
1953 is attributable to penalty mail costs. 


1953 1954 1955 
$191, 955 $200, 000 $200, 000 


EXPLANATION OF DISTRIBUTION BY OBJECTS 
(See condensed green sheet schedule) 


Personal services and stafing.—$189,600 for 28 positions, the same as 1954, 
distributed as follows: 


1953 1954 1955 


Se 20 20 20 


1645 


Other objects.—$43,400: Of this, $33,000 is for penalty mail costs computed 
as follows: first-class matter, 30,000 pieces at 2 cents, 147,000 pieces at 3 cents, 
800,000 pieces at 9 cents; fourth-class 2,800 pieces at 36 cents average based on 
2 pounds to fifth zone. This is an increase over 1954 of $4,000 due mainly to the 
difference between 1014 months’ payments in that year and 12 months’ in 1955. 
The remaining $10,400 is 5 percent of the general supervisory estimate to pro- 
vide for 320 travel days at $20 and office expense of communications, supplies, 
ete. 

Mr. Pututies. This is the only one of your activities that shows an 
increase over 1954. 

Mr. Grover. The Services Administration has gone up because we 
are carrying all of the penalty mail costs under that item. 

Mr. Puiiies. You mean, you spent $33,000 for penalty mail? 

Mr. Grover. For all NARS operations throughout the field and 
Washington. 

Mr. Meptey. Mr. Chairman, we have added the cost of penalty 
mail to the overhead item in each of the operating expenses items for 
Public Buildings, Federal Supply and Archives. 

Mr. Purures. You mean, pi are carrying the whole thing? 

Mr. Meptry. We put it in for estimate purposes because we have 
not had a full year’s operation which sts give us experience which 
would enable us to distribute it to each of the activities. 

Mr. Puiuies. You mean, that is just a guess? 

Mr. Meptry. That is an estimate based on an agencywide 6-week 
sampling period. 

TRAVEL 


Mr. Putuirs. Did you get fixed up with Mr. Medley as to why he 
ay gave you $20 a day travel expense and gives everybody else $22 
a day 

Mr. Yates. It seems as if he put him on a diet. 

Mr. Grover. We are willing to contribute to the—— 

Mr. Putres. Mr. Mansure, why can’t the other members of your 
staff down there travel as cheaply as Mr. Grover can? 

Mr. Mansur. I didn’t know that was done. 


Dismissats UNper Executive Securiry Orper 


Mr. Yates. Mr. Mansure, how many employees are there in the Gen- 
eral Services Administration? 

Mr. Mepuey. As of December 31, 1953, there was a total of 27,607 
employees. 

Mr. Yares. How many dismissals have there been to date under the 
terms of the Executive security order? 

Mr. Mansovre. I would like Mr. Baron Shacklette, the Director in 
charge of the Compliance Division, to answer your question. 

Mr. Yates. I refer to the present security order, No. 10450, Mr. 
Shacklette. 

Mr. Suackietre. There have been a total of 168 individuals who 
have either left the agency or been terminated under circumstances 
which involved a security consideration such as is listed in the Execu- 
tive order. 

Mr. Yates. How many of the 168 were dismissed for having been 
members of the Communist Party? 
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Mr. Suackcerte. Ten individuals either left or were dismissed be- 
cause there was an issue of disloyalty in their cases or an issue of 
subversion. I don’t know that any one individual was a member of 
the Communist Party, sir. 

Mr. Yates. Does your investigation disclose that any one of them 
was a member of the Communist Party? 

Mr. Suackterte. I don’t think so, sir. 

Mr. Corron. To keep the record straight, when you say “have left,” 
you mean they voluntarily resigned while they were under investiga- 
tion; is that what you mean? 

Mr. Suackterre. That is right. Those who were not terminated 
either voluntarily resigned or died or were caught in a reduction in 
force, or something of that nature. 

Mr. Corron. If they died, it would have nothing to doa—. 

Mr. SuHackterte. That is right. 

Mr. Yates. You mean, of the 168 there is included those who died 
while the investigation was going on? 

Mr. Suackcerte. There were 100 terminations, 50 resignations for 
their own reasons, and 18 separations for other causes, among which 
there would be reduction in force and 1 or 2 deaths. I don’t know 
exactly how many. 

Mr. Yates. I don’t know that you and I are seeing this thing in the 
same way, Mr. Shacklette, for this reason: You said they were 
separated for reductions in force. I was under the impression that 
reductions in force were not included within the purview of the 
security order. Am I wrong in that? 

Mr. Snackcerre. No, sir. You may have an individual who is 
being investigated under the Executive order, and some disloyalty 
information comes up. hea, an entirely different operation, a 
personnel action, that individual may be off the payroll because of a 
reduction in force before any positive security action can be taken 
other than the imposition of a security restriction. 

Mr. Meptry. As an example, Mr. Yates, I might have an accounting 
clerk in my office and, because we are trying to cut down on our costs 
we run a reduction in force. Let us assume Joe Doakes is being in- 
vestigated. However, before the investigation is finished, this clerk 
is separated because of a general reduction in force. 

Mr. Yates. Does this mean then with respect to the type of em- 
ployee that you specify, Mr. Medley, there is no confirmation made 
of the information that would cause you to investigate it more care- 
fully if he leaves your employment ? 

Mr. Snackierre. The investigation would terminate at that point 
when he leaves the agency. If there was any disloyalty information 
that had come to our attention and the FBI didn’t knew about it, we 
would send it to them and to the Civil Service Commission. 

Let me be more specific as to the 10 cases of the 168. Three of those 
cases were involuntary separations, 

Mr. Yares. After hearing? 

Mr. Suackterre. No, sir, not after hearing. There have been no 
separations after a full hearing to date in GSA. None of them has 
gone the full route as provided in the Executive order. 

Mr. Yates. None of the employees you have separated have asked 
for a hearing? 


Mr. Suackxierre. There are two hearings under way at present, 
being set up, but they are not included in this 168. The 168 figure 
is the figure of those who have left the agency for one reason or 
another. 

Mr. Yates. Of the 168, there are 10 who left because of disloyalty 
reasons, and of the 10 there are 3 who—— 

Mr. Suackterre. Who have been involuntarily separated, and an 
additional 6 resigned. That is 9. Then there was one in this other 
category who was terminated under a general reduction in force. 

Mr. Yates. Let us go off the record. 

(Discussion off the record.) 

Mr. Yarers. That means that you have 158 separations under the 
Executive order for reasons other than disloyalty ? 

Mr. Suackterre. That is right, sir. 

Mr. Yares. Is the information concerning such separations given 
to the Civil Service Commission for their master file ? 

Mr. Suackuerte. Yes, they are completely advised. 

Mr. Yates. Do vou still give them the information in the event 
there is a resignation or a separation pricr to completion of your 
investigation ? 

Mr. Suackierre. Yes, sir. 

Mr. Yates. You tell the Civil Service Commission that this infor- 
mation has come to your attention, the employee has been separated, 
and leave it to CSC’s discretion whether they want to continue the 
investigation further; is that correct? 

Mr. Suackterre. Yes; if he were an employee of the Civil Service 
Commission, or an employee of the Government, they would probably 
continue the investigation; if not, the FBI would be the only people 
interested. 


REASON FOR NUMBER OF SECURITY CASES 


Mr. Mansure. Congressman Yates, in fairness to this, I think we 
should explain that because of the type of employment of some of 
our people in more or less menial jobs—and I say that not in any 
reflection whatsoever on the work they are doing—we have more of 
a 8 ai een of the ordinary police-blotter case than many agencies do. 
Would you explain that, Mr. Shacklette? 

Mr. Suackuetre. Well, we have a lot of char people in the Public 
Buildings Service, laboring force. It is very difficult for the person- 
nel offices to recruit people to do this work with the rates of pay that 
they have. A large number of those people have arrest records. We 
will say that in any one quarter we have 100 individuals coming into 
the security operation and going out. We process that many per 
quarter, individuals who are either drunks, narcotic users, addicts—— 

Mr. Mansvure. Numbers operators—— 

Mr. + com You aren’t counting traffic violations in that total, 
are you 

r. SHackueTTe. No, sir. Arson, assault, burglary, crimes against 
the family and children, aggravated disorderly conduct, embezzle- 
ment, falsification of Government documents, forgery, gambling, 
homicide, larceny, narcotic offenders, robbery, sexual perversion. At 
the end of December we had 17 cases of sexual peversion against whom 
we had issued security restrictions. Five rape cases. At that time 
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we had 583 individuals in our agency in connection with whom we 
had received allegations which would come under the President’s 
Executive order as constituting a security risk. 

Of that number, 144 involved loyalty allegations. 

Mr. Yates. How many of those were cleared ? 

Mr. Suacktette. They are in process now. 

Mr. Yates. How long does it take—— 

Mr. SHack.etre. You see, the General Services Administration—— 


PROCEDURE IN CASES INVOLVING A QUESTION OF LOYALTY 


Mr. Yates. What happens in a case like that, when you get word 
there is a question of loyalty involved? Do you give them a copy of 
their charges? What is the procedure? 

Mr. Suackuette. A copy of the charges is given to the individual. 

Mr. Yates. Are they suspended ? 

Mr. Suacktette. In some cases they are suspended; in most cases 
they are. In a very few cases they are not suspended. It is up to 
the operating official. 

In the case of an individual in oes Mr. Mansure might 
decide not to suspend or to suspend. e have two cases right now 
that are in the hearing stage. Let us take one of those cases. A man 
was a guard. You know our guards have authority to arrest. The 
carry guns, and there is a certain amount of security connected wit 
their jobs. This chap walked into a police raid uptown here on his 
off duty hours. He was reporting in. He was one of the collectors 
of the numbers racket in town. He had a pocketful of numbers slips 
and the police picked him up. 

The Metropolitan Police notified us immediately and we suspended 
him immediately. Then a statement of charges was given to him. 
He responded and indicated that he wished a hearing. A hearing 
was arranged. The hearing was held within the last week, I think, 
and we are at any moment now to get the decision of that board. 

Mr. Yares. You listed a fairly complete set of crimes. Is any one 
of those a reason for dismissal under the security order? 

Mr. Suackierte. I think all of them are, sir. 

Mr. Yates. You stated also that there were 144 investigations pend- 
ing for loyalty reasons? 

Mr. Suacktetre. That is right. 

Mr. Yares. Is this outside of the figure of 168 that you have given 
me? 

Mr. Suackuette. That is right. 

Mr. Corron. That 168 was security and this 144 is loyalty. You 
have only named 10 out of the 168——- 

Mr. Suacktetre. The figure of 168 had nothing to do with the 
figures I am quoting now. 

Mr. Corron. I wanted to be sure you were straight on the record. 
You said you had 168 that had been dismissed for security reasons, 
and that 10 of those were on grounds of some kind of disloyalty. 

Mr. Suacxkuetre. That is right. 

Mr. Corron. Now you have said that you have pending 144 cases 
involving disloyalty. You mean “disloyalty” and not just “security”? 
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Mr. SHackuette. There were 583 involving security, of which 144 
had a loyalty issue. 

Mr. Meptey. These are merely allegations, is that correct ? 

Mr. Suacxtetre. These are allegations received, yes. 

Mr. Yates. Is it correct to say, Mr. Shacklette, that the 10 cases 
that you spoke about of dismissals should be added to the 144 as com- 
bining the total cases involving charges of disloyalty, that the 10 are 
disposed of and the 144 are not disposed of ? 

Mr, SHackterre. They are disposed of as of the end of December, 
and at the end of December we were carrying through an inventory 
of 144 loyalty cases. 

Mr. Yates. Have any of the 144 cases been cleared or disposed of 

et? 
. Mr. SHackierre. They must have. I don’t have that information. 

Mr. Yates. Who would have it? 

Mr. Suacktetre. I have it in my files. I have to check my records 
asofnow. We assemble these statistics quarterly. 

Mr. Yates. Can you furnish for the reeord—— 

Mr. SHackietre. Would you like to know it as of any particular 
date? 

Mr. Yates. You have 144 cases pending for which you should have 
the statistics on the determination of the cases? 

Mr. SuHackuetre. That is right. 

Mr. Yates. In other words, what you have given me is 10 cases 
of dismissals for loyalty ? 

Mr. Suackterte. That is right. 

Mr. Yates. You have 144 cases pending. Those 144 cases may swell 
the number of 10 total, or there may be none at all. I would like to 
know what that total is. 

Mr. Suackterre. Certainly. As of what date? 

Mr. Mansvre. Shall we take it as of the end of January or February? 

Mr. Yates. As of the present time. I asked Mr. Medley as to how 
many people he had dapheyel. He told me some 27,000. 

Mr. Meptry. As of December 31. 

Mr. Yares. Is that about the number you have employed at the 
present time? 

Mr. Meptey. Just about. We can convert that figure to January, 
and then let Mr. Shacklette’s figures tie into that date. 

Mr. SHackietre. Whatever date you say you can have. 

Mr. Yares. I would like to get the figure that corresponds to the 
2,200 dismissals that has been used by some people. 

Mr. Smacktetre. I can’t give you that because I don’t know where 
those figures came from. That is a civil-service statistic. 

Mr. Corton. In order that this request may not hold up the printing 
of the record, what date would be the most convenient date that you 
could use without undue delay ? 

Mr. Meptey. January 31, 1954. 

Mr. Yares. All right. That will give me the complete picture on 
what the cases have been under the security order as of that date? 

Mr. Smacktette. As of that date, yes, sir. 

Mr. Yares. Thank you. Those are all the questions I have. 
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(The information requested follows :) 


Cases on hand as of Dec. $1, 144 
Less cases closed during January 1954: 
(a) Cases in which subject was involuntarily separated for disci- 


(b) Cases in which subject resigned = Wis IG 
(c) Cases in which subject was separated as a result of routine per- 

sonnel operations (reductions in force, retirements) ~..._~__ 21 

(d) Cases in which favorable adjudication was made 1 
Balance 104 
Plus new cases received during January 1954 eee 
Cases on hand as.of Jan: 81, 111 


Notre.—None of the cases has been separated on the specific basis of loyalty charges, as 
provided by sec. 6 of Executive Order 10450. 


Mr. Mansvre. I want to bring out the point that we don’t want 
this to be indicative of the whole GSA setup. We do have a certain 
type of personnel where this type of thing will arise which other 
agencies do not have. 

Mr. SHackterre. That is very true. 

Mr. Mansvre. This is a very small percentage of our whole a3 
sonnel that we are talking about. What I mean is, this situation does 
not run clear throughout our operations. It runs in this one phase of 
our operations. 

Mr. Yates. But the figures that he is giving, that Mr. Medley is giv- 
ing, is of the whole GSA operation. e point you are making is 
that the great preponderance—— 

Mr. Mansvre. Phis doesn’t honeycomb our whole operation. This 
runs into one small phase of the GSA operation, where this keeps 
arising, on account of the type of personnel we employ. We don’t 
want to cast reflection on all people of GSA, that they are doing these 
things, because they are not. 


Commopity CATALOGING 


Mr. Putuires. I want to ask about this: What happened to the com- 
modity cataloging program? AsTI recall, we denied all money for it. 

Mr. Meptey. In compliance with the committee report on the 1953 
bill, we are doing no cataloging, sir. 


Agrency-Wipe Comparison or Expenprrures FOR ProGRAMS AND 
ADMINISTRATION 


Mr. Pures. I have here a large sheet which I think some of you 
may see for the first time, as the committee sees it, but this is a study 
made by the task force, and I want to commend and thank Mr. Mc- 
Allister of your office, Mr. Medley, for his help. It is the first time 
that this has been developed in conjunction with the personnel, in 
figures as to the cost of the personnel, and so forth. This is for 1953. 
We would like to have the same thing for 1954, and then on the basis 
of the 1955 estimates. I think we may be able to work on that at 
some length, but it is too late for this particular year. So we will use 
this as seed corn against the next year’s estimates. 

We find a rather curious thing, that we gave you so much money 
for the Public Buildings Service that you came out with spending 
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less than nothing. Your expenditures on public buildings was minus 
$7 million, which I think is quite an achievement. 

Mr. Meptey. Would yee Tike an explanation of that? 

Mr. Putuies. We would like an explanation of why we gave you 
so much money. You have another one over here which is more 
readily understood. You only have a budget of $302 million for 
strategic materials and you actually spent $918 million, which is un- 
derstandable because we have given you open-end accounts and ex- 
pected you to spend it when Pe got the stuff, but we didn’t know we 
were giving you an — account on the Buildings Service. 

Mr. Meptey. This has to do with the buildings management fund. 
As we previously indicated to the committee, we make advances to 
that fund from other appropriations. What this reflects is that ad- 
vances were made for legitimate obligations in the fiscal year, but 
the expenditures would not occur until after July 1, which included 
payrolls and rents. So that it is merely a timing of expenditures. 

r. Puturs. The more I see of that Public Buildings Service of 
yours, Mr. Mansure, the more I think it would be a good place for 
you to do a little investigating. 

This is a very good study, this start of an analysis that the com- 
mittee likes. We will work on it further. 


ADMINISTRATIVE OPERATIONS 


Amounts available for obligation 


| 1953 actual 1954 estimate| 1955 estimate 


Appropriation or estimate $4, 140, 750 #4, 200, 000 $4, 100, 000 
Reimbursements froin other accounts 516, 246 | 550, 000 | 530, 000 


Total available for obligation 4, 656, 996 | 4, 750,000 
Unobligated balance, estimated savings. —46, 281 


Obligations incurred 4, 610, 715 
Comparative transfer from ‘“‘Emergency operating expenses, 

General Services Administration” 437, 542 

Total obligations 5, 048, 257 


Obligations by activities 


Description 1953 actual | 1954 estimate | 1955 estimate 
| 


Direct Obligations 


$349, 242 $348, 300 $312, 100 
2, 234, 411 | 2, 477, 750 2, 197, 300 
1, 399, 580 1, 288, 900 1, 175, 600 
. Legal services 392, 359 | 375, 050 
. Compliance services. 119, 472 
. Information 26, 638 
10, 309 | -- 


Total direct obligations 4, 532,011 | 4, 588, 000 | 
Obligations Payable Out ¢ of Reimbursements From Other | 
ts 


317, 381 | 
184 


Total obligations payable out of reimbursements from 
other accounts 516, 246 


5, 048, 257 5, 138, 000 


q 
| 4, 750, 000 4, 630, 000 
| 5, 138, 000 | 4, 630, 000 
1 
2 
3 
4 
5 
6 
7 
4, 100, 000 
EE 216, 900 | 210, 000 
| 
50,000) 530,000 
Total obligations... 4,, 630, 000 


1652 


Obligations by objects 


Object classification 1953 actual | 1954 estimate | 1955 estimate 
Summary of Personal Services 
Total number of permanent positions... 974 908 841 
Full-time equivalent of all other positions... 
Average number of all employees... 890 892 810 
Average salaries and grades: 
General schedule grades: 
$5, 120 $5, 281 $5, 301 
Crafts, protective, and custodial grades: 
Personal service obligations: 
$4, 608, 663 $4, 709, 379 $4, 291, 376 
Reg»lar pay in excess of 52-week base-_-..................-- 18, 646 . 17, 022 
Payment above basic 19, 146 
Total personal service obligations... ....................- 4, 653, 013 4, 733, 395 4. 308, 398 
Direct Obligations 
4, 189, 223 4, 239, 515 3, 829, 914 
60, 706 8, 100 63. 600 
03 ‘Transportation of things.................................. 7. 985 5. 140 4, 255 
15, 613 14. 750 
76, 663 80. 850 69, 400 
52,365 45, 920 28, 301 
30, 009 , 205 30, 630 
13. Refunds, awards, and 275 
5, 063 4,905 3. 800 
4, 532,011 4, 588, 000 4, 100,09 
Obligations Payable Out of Reimbursements From Other Accounts 
463, 790 493, 880 478, 484 
04 Communication services__ 3. 743 5, 430 5, 000 
05 Rents and utility services. 33, 812 27, 750 27, 050 
06 Printing and reproduction 8, 088 9, 525 9, 000 
07 Other contractual services 916 1,040 1,000 
08 Supplies and materials 2. 661 7, 150 6, 916 
Total obligations payable out of reimbursements from 
Total obligations al 5, 048, 257 5, 138, 000 4, 630, 000 
Analysis of expenditures 
1953 actual | 1954 estimate | 1955 estimate 
Unliquidated obligations, start of year_.....................-.|....-----.-..- $281, 737 $317, 737 
Obligations incurred during the year__..........-- $4, 610, 715 4, 750, 000 4, 630, 009 
4, 610, 715 5, 031, 737 4, 947, 737 
Deduct: 
Reimbursements. 516, 246 550, 000 530, 000 
Unliquidated obligations, end of year__.............-.-.-- 281, 737 317, 737 317, 737 
Total expenditures. 3, 812, 732 4, 164, 000 4, 100, 000 
Expenditures are distributed as follows: 
Out of current authorizations -- 3, 882, 263 3, 782, 263 
Out of prior authorizations. 281, 737 317, 737 


| 
* 
} 
i 
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Mr. Puiturrs. We have touched on your administrative operations 
item at various times during the hearings, but to sum it all up the 
estimate of $4,100,000 for 1955 is a reduction of $630,700 below the cur- 
rent budget base when you include the emergency program and other 
lesser items. 

Put pages 189 through 192, except the charts, in the record and the 
highlights of the material through page 217. 

(The justifications follow :) 


ADMINISTRATIVE OPERATIONS 
APPROPRIATION LANGUAGE 


Administrative operations: For necessary expenses of executive direction for 
activities under the control of the General Services Administration, of adminis- 
trative operations for activities under [regular] appropriations for “Operating 
expenses,” and of processing and determining renegotiation rebates; including 
not to exceed [$93,400] $63,600 for expenses of travel: and not to exceed $250 
for purchase of newspapers and periodicals ; [$4,200,000] $4,100,000. 


GENERAL STATEMENT 


“Basic operations under this appropriation include (1) policy direction for and 
coordination of all programs of the General Services Administration: and (2) ac- 
counting, auditing, and reporting, budget and personnel administration, legal, 
compliance, information, and internal housekeeping services for activities under 
the three regular ‘Operating expenses’ appropriations, and under other miscel- 
laneous funds where these services are not otherwise provided. Increased ef- 
ficiency and reduction in several functions are anticipated to reduce costs below 
1954 and to facilitate the absorption of costs related to the emergency space pro- 
grams previously financed by ‘Emergency operating expenses’.” (From the budget 
for 1955.) 

At first glance reduction of $100,000 between the appropriation under this head 
for 1954 and the 1955 estimate does not appear substantial. However, this com- 
parison is misleading. The 1955 appropriation will finance items estimated to cost 
$520.790 which were not covered by the 1954 appropriation. The largest are: (1) 
$388,000 for the 1954 cost of administrative support for the emergency building 
space program previously financed under “Emergency operating expenses” which 
is consolidated with regular estimates for 1955, and (2) 36 positions transferred 
to this appropriation from other appropriations at a cost of $133,700 to bring 
financing into better relationship to workload. 

The real reduction is, therefore, $630,700, or 13.3 percent below the current 
prudent budget base. A reduction of $59,900 is logical due to reductions in work- 
load for certain functions such as emergency space program and processing of 
renegotiation rebate claims. It is hoped that operating economies all along 
the line due to improved management and efficiency will make it possible to reduce 
operating costs by some $238,400. The balance of $332,400 can only be accom- 
plished by elimination or curtailment of functions essential to proper and ade- 
quate support of program operations. It will be necessary to eliminate internal 
andit. Other basic operations will be curtailed, including personnel administra- 
tion, legal, budget, accounting, and mail and messenger services. 

The sharp reductions will adversely affect the management of programs under 
other appropriations which require administrative support. 

Budgetary determinations with respect to administrative support for program 
operations bear a close relationship to the nature and magnitude of supported 
programs, As the nature of programs supported by this item has not varied 
materially over the past few years, variations in such determinations should be 
governed largely by changes in magnitude of the programs. That has not been 
the ease. This becomes apparent by the chart on the following page. 

Since 1952, amounts for administrative operations have been inadequate to 
finance a level of services considered essential to the needs of top supervision 
and program management. From 1952 through 1955, program expenditures de- 
clined only 3.4 percent, from $139.2 to $134.5 million. However, administrative 
support of programs fell disproportionately 18 percent, from $5.03 to $4.1 million. 

The reduction in the 1955 estimate is particularly inequitable. In face of pro- 
gram increases from $119.8 to $134.5 million, or 12.3 percent, largely due 
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to the addition of the emergency space program, administrative support is reduced 
2.4 percent, from $4.2 to $4.1 million. As no additional amount is provided for 
supporting the emergency space program in 1955, the most essential services such 
as bill paying and payroll preparation must be absorbed by elimination or cur- 
tailment of other essential functions. 

Extreme measures of curtailment will have to be devised and enforced in 1955 
even though they hamper effective performance of GSA operations. 

The 1955 estimate contemplates reduction of 18.7 percent in the central office 
and 4.4 percent in the field. The contemplated distribution provided in the esti- 
mate for 1955 is set forth in the following chart. Of the total, 11.2 percent is 
for executive direction and top supervision, and 88.8 percent is for administrative 
operations. The chart further discloses that 12.4 percent is for specific opera- 
tions which, in the interest of economy, are conducted entirely from the central 
office. All other operations cover 76.4 percent of the estimate and are distributed 
20.4 percent in the central office and 56 percent in the field. 


Summary reconciliation of 1955 estimate to 1954 appropriation 


1954 appropriation in annual act.._----__---___-_-___---_--___--- $4, 200, 000 
Changes in 1955: 
Additions: 
Consolidated from “Emergency operating ex- 


Positions transferred from other appropriations: 
From “Operating expenses, FSS” for distribu- 


tion of Federal supply schedules_____-___- 33, 700 
From “Expenses, GSF” to reflect adjustments 
Added for minimum staffing of information func- 
Deductions: 
Minor reductions in workload in certain activities : 
Emergency space program___________-____-- 18, 000 
Processing renegotiation rebate claims_______ 21, 700 
Various administrative functions___________ 20, 200 
Anticipated savings due to operating economies___ 238, 400 
Elimination and curtailment of functions______--_ 332, 400 
630, 700 
1955 budget estimate $4, 100, 000 
Analysis by activities 
1954 Deductions} Additions 1955 
< 2, 477, 750 340, 450 $40, 000 2. 197, 300 
3. Administrative services. ........................... 1, 288, 900 187, 000 73, 700 1, 175, 600 
. 4, 588, 000 630, 700 142, 700 4, 100, 000 


1 Includes comparative transfer of $388,000 from ‘‘Emergency operating expenses”’. 


1. Executive direction 


Average employment 
Amount 
Depart- | Field | Total 


| 
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HIGHLIGHT 


Administration of all programs of GSA are provided by the Administrator, 
with the assistance of staff in the central office and each region, the cost of which 
is distributed as follows: 


Central office: 
Administrator and immediate staff - - 
Administrative office 
Board of Review 


Subtotal 
Regional offices: Regional directors’ offices 


Total cost or estimate 


JUSTIFICATION 


The staff assists the Administrator with emphasis on (1) policy determinations 
and coordination of all major GSA programs; (2) liaison with other agencies of 
Government and commercial enterprises; (3) specialized technical review of 
major controversial transactions; and (4) performance of other top-level 
assignments, 

2. Financial services 


Average employment 


Depart- 
mental Field Total 


$2, 477, 750 142.3 314.7 457 
—280, 450 —26. 2 —18.8 —45 


2, 197, 300 116.1 295.9 412 


HIGHLIGHT 


Planning, direction, and coordination are provided over all financial services 
and related activities of GSA. Complete financial services are provided to sup- 
port program activities under the 3 “Operating expenses” appropriations, includ- 
ing the emergency-space program previously financed under “Emergency operat- 
ing expenses” appropriation, and programs not otherwise provided for. Services 
include (1) formulation and administration of budgetary programs; fund, cost, 
and property accounting and related reports; accountability of property custo- 
dians ; extension of credit ; establishment of insurance standards; determination 
of financial responsibility of contractors; expenditure and collection of funds; 
conduct of contract audits, and (2) participation in the Governmentwide prop- 
erty accounting improvement program and assistance to other executive agencies 
in development and installation of property accounting systems. 

Financial services are under direction of Comptroller. They are carried out in 
the central office through 8 subactivities with operations of 4 extending to each of 
10 regional offices under supervision of regional comptrollers. 

Decrease of $280,450 below 1954 level is drastic. Situation is aggravated by 
transfer of 15 positions at a cost of $60,000 from “Expenses, general supply 
fund” appropriation. Combined situation is equivalent of decrease of 60 in 
average employment. Necessitates complete elimination of internal audits of 
GSA operations and curtailment of all other financial services. Despite increased 
efficiency, and continued simplification of methods, it is doubtful that adequate 
financial services can be supplied to operating officials. 


| 1953 1954 1955 
$95, 984 $96, 200 $76, 455 
Ia 38, 671 38, 630 26, 000 
31, 545 33, 800 33, 800 
183, 042 179, 670 175, 845 
349, 242 348, 300 312, 100 
Amount 7 
g 


Subactivity 

1953 1954 1955 
$195, 031 $165, 400 $165, 000 
83, 963 73, 100 63, 400 
d) External property accounting. 44, 152 112, 350 88, 000 
1,312, 090 1, 443, 503 1, 383, 990 
Credit and finance !_. “ , 840 121, 975 100, 000 
Renegotiation rebates__ ‘ 38, 306 36, 700 15, 000 
Se  ictektincnicensucshnsdninde 2, 234, 411 2, 477, 750 2, 197, 300 


1 Subactivities with regional counterparts. 


3. Administrative services 


Average employment 
Amount De 
Field Total 
$1, 288, 900 74.3 131.7 206.0 
-| —113,300 —-8.9 —6.3 —15.2 
1, 175, 600 65. 4 125.4 190. 8 
HIGHLIGHT 


Planning, direction, and coordination is provided for overall administrative 
management services and related activities of the General Services Administra- 
tion, and complete administrative management services are provided to support 
program activities under the three “Operating expenses” appropriations, in- 
cluding the emergency space program previously financed from “Emergency 
operating expenses” appropriation, and where not otherwise provided for. Ad- 
ministrative management comprises development and approval of organization 
and operating procedures; development and control of statistical and reporting 
systems; conduct of a comprehensive personnel management program; perform- 
ance of internal office services; and administration of internal GSA records pro- 
gram. 

Services are performed by 5 organizational elements in central office and coun- 
terparts of 4 in 10 regional offices. 

Although estimate for 1955 reflects net decrease of $113,300 there is an actual 
decrease of $187,000 or over 14 percent from 1954. This is due to transfer of 10 
positions from “Expenses, general supply fund” amounting to $40,000 and ab- 
sorption of 11 additional positions amounting to $33,700 which were previously 
financed from “Operating expenses, Federal Supply Service” in connection with 
distribution of Federal supply schedules. 

Staffing in 1955 will provide an even less adequate service than in 1954. 


Subactivity 
1953 1954 1955 
a) Office of Director !__. $00 $194, 452 $163, 147 $162, 899 
b) Personnel! ___........... “ 549, 103 512, 198 460, 331 
c) Orvanization and methods !_...............-.--..-------.- 207, 029 193, 342 163, 388 
d) Statistics and reports... 45,415 53, 040 41, 456 
e) Office Services and supply ! 403, 581 2 367,173 2 347, 526 
Total cost or estimate 1, 399, 580 2, 188, 900 1,175, 600 


1 Subactivities with regional counterparts, 
2 Includes cost of penalty mail. 
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4. Legal services 


Average employment 


Depart- 
ment Field Total 


$375, 050 30.0 . 51.5 
— 56, 550 —8.2 . —10.8 


318, 500 21.8 ‘ 40.7 


HIGHLIGHT 


Services include direction and supervision over all legal functions for General 
Services Administration; legal counsel to the Administrator and all staff activi- 
ties; legal services to support program activities under the three “Operating 
expenses” appropriations including the emergency space program previously 
financed from “Emergency operating expenses” appropriation ; coordination and 
supervision of congressional liaison and legislative program; and legal services 
not otherwise provided for. : 

Services in the field are rendered by regional counsels under technical direction 
and guidance of the General Counsel. 

Cost of legal services is summarized below. As work units are performed by 
more than one organizational division in both central office and field, justifica- 
tion is prepared by types of work rather than organizational components to give 
a more accurate presentation of program performance. 


Type of work 


(a) Supervisory 

6) Administrative opinions. 

c) Utility cases 

(d) Legislative proposals_. 
{2 Congressional inquiries. 

f) Recorded contract matters 


aA 


(y) Real propery services 
(h) Claims and litigation cascs 


Total cost or estimate 


= 
ad 


5. Compliance services 


Depart- 
mental 


7.5 


Preventive-deterrent program is conducted to diminish incidence of fraud and 
related irregularities with respect to programs of GSA, not otherwise provided 
for, including detection and ultimate prosecution, disciplinary, or corrective 
action of all internal and external criminal and administrative violations. This 
includes performance of all necessary investigative functions and establishment 
and enforcement of a comprehensive security program. 


1953 1954 
eee $15, 658 $14, 890 
32, 604 30, 400 
} 23, 692 24, 000 
22, 110 23,010 
q 16, 884 16, 550 
343 72, 982 69, 800 
392, 359 375, 050 |__| 
Average employment 
Amount 
Total 
HIGHLIGHT 


Subactivity 
1953 1954 1955 
a) Personnel security program._................--.-.--------- $66, 600 $20, 000 $20, 000 
b) Organizational security surveys..................---..---- 8, 330 5, 000 2, 000 
ce) Compliance investigations.................-.---.--.------ 44, 542 50, 000 42, 500 
6. Information 
Average employment 
Amount 
ment Field Total 
HIGHLIGHT 


Data which will assist the business public, including trade, manufacturing, 
and industry groups in transacting business with GSA is developed, coordinated 
on an agencywide basis, and disseminated. Objective is to assist private busi- 
ness and the public and to enable administration to discharge its responsibilities 


under Federal Property Act. 


This function is performed by a small central 


office staff. 
1953 1954 1955 
Performance cost (not susceptible to average work unit)... ._. $26, 638 $23, 000 $32, 000 
Rerunps Unper Renecoriation Act 
Amounts available for obligation 
1953 actual | 1954 estimate | 1955 estimate 
Appropriation or estimate. ........ $9,000,000 
Prior year balance available 6, 180, 720 $7, 880, 720 
imbursements from Reconstruction Finance Corporation_- 
Total available for obligation.-..............-...--.---- 11, 090, 396 15, 180, 720 7, 880, 720 
Balance available in subsequent year. ..__.._-...-.-------.--- —6, 180,720 | —7, 880,720 —1, 680, 720 
4, 909, 676 7, 300, 000 6, 200, 000 
Obligations by activities 

Description 1953 actual | 1954 timate | 1955 estimate 
$2, 580, 733 $6, 800, 000 $5, 616, 000 
4, 909, 676 7, 300, 000 6, 200, 000 
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Obligations by objects 


Object classification 1953 actual | 1954 estimate | 1954 estimate 


13 Refunds, awards, and indemnities $4, 456, 671 
14 Interest 453, 005 


Obligations incurred 4, 909, 676 


Analysis of expenditures 


1953 actual 


Unliquidated obligations, start of year $202, 056 
Obligations incurred during the year 4, 909, 676 


5, 111, 732 
uct: 

Adjustment in obligations of prior years_.-...............- 
Reimbursements 

Obligated balance carried to certified claims account 


Total expenditures 4, 702, 023 


Expenditures are distributed as follows: 
Out of current authorizations 4, 702, 023 
Out of prior authorizations 


Mr. Priiiies. Put page 226 in the record. 
(The justifications are as follows :) 


Rerunps UNpER RENEGOTIATION AcT 


APPROPRIATION LANGUAGE 


Refunds under Renegotiation Act: For refunds under section 201 (f) of the 
Renegotiation Act of 1951, [$9,000,000, which, together with] the unobligated 
balance of the appropriations granted under this head for the fiscal years 1952 
fand), 1953, and 1954, shall remain available until June 30, [1955] 1956: Provided, 
That to the extent refunds are made from this appropriation of excessive profits 
collected under the Renegotiation Act and retained by the Reconstruction Finance 
Corporation, or its successors, or any of its subsidiaries, the Reconstruction 
Finance Corporation, or its successors, or the appropriate subsidiary shall reim- 
burse this appropriation. 

GENERAL STATEMENT 


“Refund and rebate payments due World War II contractors are made upon 
approval of claims presented under the Revenue Act of 1943 and the Renegotia- 
tion Act of 1951, as amended. The total program is estimated at some 4,000 
claims with estimated payments of over $46,000,000. The current rate and 
amounts of certifications by the Internal Revenue Service and determinations 
ef the Tax Court of the United States indicate that funds presently available 
are adequate to meet payments through June 30, 1955” (from the budget for 
1955). 

It also appears probable that a few payments will be delayed until 1956. In 
order to extend the availability of balances of current funds to meet that con- 
tingency, the appropriation language as proposed for 1955 continues the avail- 
ability through June 30, 1956. 

The addition of the phrase “or its successors” is proposed to assure appropriate 
applicability of the proviso after the termination of the Reconstruction Finance 
Corporation as of June 30, 1954, and the transfer of its functions to other 
agencies. 


| 
q 100, 000 120, 000 
4 eee 7, 300, 000 6, 200, 000 
| 1954 estimate] 1956 estimate 
7, 300, 000 6, 200, 000 
Ded 
ee 7, 300, 000 6, 200, 000 
6, 180, 720 6, 200, 000 
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Mr. Putures. Apparently, Mr. Medley. at the present rate vou will 
not need any more money during 1955, but you want to continue the 
availability of any balances into 1956. 

Mr. Meptey. Yes, sir; that is right. 


ADMINISTRATOR’S CLOSING REMARKS 


Mr. Mansvre. I want to thank the chairman and the members of 
the committee for the patience and the splendid attention they have 
given us. I know it is a very involved explanation. I also want to 
call attention again to the reductions we have made for 1954, particu- 
larly the $184,645,605 reduction in budgeted expenditures which, 
after all, is what is of interest toward balancing the expenditure 
budget—receipts agair.st expenditures. 

On the building matter, I will have a report to make to you and the 
committee which will be continuing throughout the year. We have 
some things in mind which were not touched on during the hearings. 

Mr. Pururrs. That concludes the hearings on your estimates for 
1955. Thank you, Mr. Mansure and gentlemen. 


q 
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Mownpay, Fesrvary 8, 1954. 


VETERANS’ ADMINISTRATION 


WITNESSES 


. V. HIGLEY, ADMINISTRATOR 
. KELSEY, CONTROLLER 
. BAKER, ACTING BUDGET OFFICER AND ASSISTANT CON- 
TROLLER 
U. E. WELLS, ASSISTANT TO ACTING BUDGET OFFICER 
E. E. ODOM, GENERAL COUNSEL 
G. H. BIRDSALL, ASSISTANT ADMINISTRATOR FOR LEGISLATION 


DEPARTMENT OF MEDICINE AND SURGERY 


ADM. J. T. BOONE, CHIEF MEDICAL DIRECTOR 

DR. J. E. FAUBER, ASSISTANT CHIEF MEDICAL DIRECTOR 

A. F. BIGELOW, CONTROLLER 

L. F. SCHOEN, ACTING DIRECTOR, MEDICAL BUDGET SERVICE 

D, I. ROSEN, ACTING DIRECTOR, MEDICAL STATISTICS SERVICE 
R. M. EDGAR, ASSISTANT ADMINISTRATOR FOR CONSTRUCTION 
G. R. STEVENS, CHIEF, MAINTENANCE AND OPERATION DIVISION 


.DEPARTMENT OF INSURANCE 


Cc. G. BECK, DEPUTY ADMINISTRATOR 
E. 0. GARDNER, ACTING ASSISTANT DEPUTY ADMINISTRATOR 


DEPARTMENT OF VETERANS BENEFITS 


R. H. STONE, DEPUTY ADMINISTRATOR 

W. HOWARD, ACTING ASSISTANT DEPUTY ADMINISTRATOR FOR 
CLAIMS 

S. H. COILE, ACTING ASSISTANT DEPUTY ADMINISTRATOR FOR 
VOCATIONAL REHABILITATION 

T. B. KING, ACTING ASSISTANT DEPUTY ADMINISTRATOR FOR 
LOAN GUARANTY 

A. H. MONK, ACTING CONTROLLER 


STAFF SERVICES 


H. W. LONGFELLOW, ASSISTANT ADMINISTRATOR FOR ADMINIS- 
TRATION 

J. N. O’NEIL, ACTING CHIEF PURCHASING AGENT 

E. J. SMITH, ACTING CHIEF, PUBLICATIONS DIVISION 


Mr. Puttures. We have today, and will have tomorrow, the Admin- 
istrator and members of the staff of the Veterans’ Administration in 
support of their budget request for the fiscal year 1955. 

We have present Mr. H. V. Higley, Administrator, accompanied 
by Mr. Kelsey, Controller, Mr. Baker, Mr. Wells, Mr. Odom, and 
Mr. Birdsall. 
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Then, from the Department of Medicine and Surgery, we have 
Admiral Boone, Dr. Fauber, Mr. Bigelow, Mr. Schoen, Mr. Rosen, 
Mr. Edgar, and Mr. Stevens. 

I took it upon myself to say to the Administrator, Mr. Higley, it 
would not be necessary to bring all of the Insurance, Veterans’ Bene- 
fits, and Staff Service people up today, unless we were moving so 
rapidly that we could make inquiries of those functions later in the 


day. 

T think we will try to finish today, if we can, the administrative 
functions and “Medicine and Surgery,” which are very apt to be the 
longer of the two groups. 


APPROPRIATIONS IN 1954 anv Bupcer Request For 1955 


The total request for the Veterans’ Administration for the fiscal 
year 1955 is $4,119,599,122, a portion of which is from admissions, 
transfers, and recovered funds. The net appropriation request is 
$3,892,473,000, which compares with an appropriated amount for the 
current year of $3,977,734,264. The request of $4,119,599,122 com- 
pares with $4,155,450,053. 

I notice particularly there are both deductions and increases all 
down through the list, which we will take up separately. But before 
the Administrator submits his general statement, which I have an 
idea he would like to make, I would like to call attention to the situa- 
tion which existed last year and which now comes before us, you 
might say, for the first time. 


MAINTENANCE AND OPERATION OF HOSPITALS 


This committee had for a number of years appropriated the full 
amount requested in the budget for the operation of hospitals, which 
will be up before us today, and then invariably, within a very few 
days after the bill reached the floor, we would hear that not enough 
money had been appropriated to maintain the hospitals. Last year 
we attempted to meet that issue by asking the Veterans’ Adminis- 
trator—your predecessor, Mr. Higley—and Admiral Boone to give 
us the figure of the number of beds which would be activated, the 
number of beds which would be occupied and the additional amount 
of money which it would take to maintain them for the fiscal year 
1954. That figure was given as $555 million, of which $7 million was 
recovered funds, or funds offsetting against the appropriation; so the 
appropriated amount was $548 million of new money. 

Now, Mr. Higley, that did not apply to you, because this is your 
first time before the committee. This is not a one way street. This 
committee has consistently pointed out it is perfectly willing to give 
the money necessary to maintain and operate the hospitals, domiciliary 
facilities, or those necessary for caring for deserving veterans; but 
we have never been quite sure that the Veterans’ Administration has 
in turn balanced that off with a careful check both of the eligibility 
and entitlement of veterans, and particularly those veterans who come 
in the large group we speak of as non-service-connected veterans. 

We will go into that during the discussion and I think we should 
_— 1? interesting comments from your side of the table and from 

is side. 
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My first question is either to you, Mr. Higley, or Admiral Boone: 
Exactly how many beds at the present time have you activated and 
what has been your daily average? 

Admiral Boonr. Mr. Chairman, following the Administrator’s pre- 
pared statement, I have a brief one here which will bring that out. 

Mr. Putuiies. Suppose we take it in that way, then, if that is more 
convenient for you. 

Admiral Boonr. I think it summarizes it more easily for you. 

Mr. Pumutrs. Do you have a statement now, Mr. Higley, which 
you would like to read? 


BIOGRAPHICAL SKETCH OF H. V. HIGLEY, ADMINISTRATOR 


Mr. Hietey. Yes, if you will permit. 

Mr. Pures. Incidentally, this committee has a custom of which 
you probably have been warned. When we have a new Administrator, 
or new members of a commission, we ask them what their background 
has been; we ask them to give us a thumbnail sketch of their back- 
ground, so that we may know how you got yourself into the difficulty 
you now find yourself, and so that we have a personal knowledge and 
personal touch with you. 

Mr. Hietey. I presume you are interested in my activities; not 
that I was born, and all of that. 

Mr. Putters. We would just like to know what your background 
was in business. You can go back to your education, if you wish. 

Mr. Hictey. In general, I was graduated from the University of 
Wisconsin as a chemical engineer in 1915, and served in the Armed 
Forces, in the chemical-warfare section; then went to Marinette with 
the Ansul Chemical Co., where I have been ever since. 

Prior to the war, I was with two other concerns. I do not know 
whether it is of great interest, but in passing, one was what is now 
the Certain-teed Products Corp. of East St. Louis, and then I went 
to Detroit where I was with the Isko Co. which was the first manu- 
facturer of domestic electric refrigerating machines. That was in 
the very early days. Then I came to the service and then went to 
Marinette where I have been ever since. 

This company is engaged in the manufacture of liquefied gases; it 
has a division engaged in the manufacture of fire extinguishers and 
another in organic chemicals. I sort of grew up like Topsy in that 
outfit. There were only half a dozen employees when I went there 
and we gradually grew and expanded and I went through successive 
stages. Twas secretary for a good many years; then became president 
and later on, in the last 5 years, was chairman of the board. So that 
is my business experience. 

I was always interested in veterans work and in 1921 and 1923 I 
was post commander. That was in the days when the post com- 
mander was a real service officer. That is about all a post commander 
ever did, was to handle and do things for veterans when there was not 
any setup for that. And when I was on the executive committee of the 
State, we set up a service department which was one of the first. 
You may have heard Jim Burns who was then hired when we set 
up a service department. Then later on, in 1941-42, I was. depart- 
ment commander of Wisconsin and later served on the national execu- 
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tive committee. All in all, I have kept up over the years a very 
continued interest particularly in this type of veterans work. 

I think those are my two most potent qualifications, if any—busi- 
ness experience and veterans’ experience. 

Mr. Pups. Does the department there include both Wisconsin 
and northern Michigan. 

Mr. No. 

Mr. Puityires. When I was in Iron Mountain, some of our Legion 
friends there made an informal comment that was your territory up 
there. I did not know whether they meant that literally, or 
whether—— 

Mr. Hiexixy. No; it is just probably that I have always been friendly 
and worked with them. In that part of Michigan they operate the 
upper peninsula section. They have their own commander there, but 
they really belong to the Department of Michigan and operate as a 
department. 

Mr. Puures. Thank you very much. Now, if you will, proceed 
with your statement. 

GENERAL STATEMENT 


Mr. Hieiry. Mr. Chairman and gentlemen of the committee, when 
the Deputy Administrator appeared before this committee last year, 
he told you that a reorganization plan for the Veterans’ Administra- 
tion was under consideration by the White House. On July 2 the 
approved plan was announced and the Acting Administrator was 
directed to go ahead with the reorganization. Immediately after 
assuming office on July 22, 1953, I reviewed actions already taken, 
found that they were in accord with the general principles of the 
plan and directed the staff to complete the reorganization at the earli- 
est practicable date. 

The plan approved by the administration clarifies line and staff 
relationships and establishes 3 departments, 1 for medicine and sur- 
gery, 1 for insurance, and 1 for veterans’ benefits. These three depart- 
ments are responsible for the operational activities in the field. Our 
experience thus far indicates that the reorganization is fundamentally 
sound but undoubtedly time will point up areas where further im- 
provements can be made. 

Decentralization of authority for operations to field station man- 
aes is a major objective of the new organization. To operate 
efficiently a field station manager should be given authority to make 
on-the-spot decisions with questions to Washington limited to broad 
policy matters. 

You will note that this budget request reflects a decrease in over- 
all personnel requirements to the extent of 1,278 man-years in fiscal 
1955 from the current year. Although personnel requirements for 
medical activities are increased by 3,199 over the current year due to 
the activation of new hospitals, this increase is offset by a reduction 
in average employment requirements of 4,477 in other administrative 
functions. 

The new organization has not been in operation for a sufficient 
a of time to fully evaluate savings that may accrue therefrom. 

owever, from January 31, 1953, through November 30, 1953, there 
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was a reduction in Central Office administrative employment of 1,876. 
Of this number approximately 1,100 was due to a reduction in Central 
Office insurance operations. A substantial portion of the remaining 
776 reduction can be considered as attributable to the reorganization. 
During the same period there was an additional reduction in em- 
ployment of 1,982 in regional and district offices. As the reorganiza- 
tion progresses further, I believe we will be able to make further re- 
ductions in the Central Office. These reductions will not in any way 
adversely affect service to veterans. Asa matter of fact service should 
be improved through the authority field station managers now have. 
It is in the field station that the veteran receives service. 

No substantial changes have yet been made in the organization of 
the field stations, except that the regional office clinic has been made 
the responsibility of the Chief Medical Director. We are constantly 
developing plans for achieving economies in field operations. 


SUMMARY OF OBLIGATIONS 


The obligations incurred by the Veterans’ Administration can be 
classified in four major categories, namely, cash benefit payments, 
medical services rendered to beneficiaries, administrative costs and 
capital additions. The following table has been prepared to presnt 
a compasion of actual obligations for the fiscal year 1953 with those 
estimated for the current and 1955 budget years. This comparison dis- 
closes a steady decline in administrative costs even though obli- 
gation rates for other puropses have increased. 


Percent Percent Percent 
Actual, fiseal | fiseal Estimated fiscal Estimated fiscal 
year 1953 year | fiscal year 1954} year | fiscal year 1955} year 
1953 1954 1955 


1. Benefits: 
(a) Cash payments...-.-- $3, 288, 471, 802 78.16 | $3, 156, 779, 141 75.97 | $3, 200, 402, 622 77.69 
(b) Medical services - . .--- 673, 956, 509 16. 02 705, 173, 600 16. 97 691, 535, 500 16.79 
1. Subtotal benefits.| 3, 962, 428, 311 94.18 | 3,861, 952, 741 92. 94 3, 891, 956, 122 94. 48 
2. Administrative costs-..-.--- 195, 507, 105 4.65 190, 194, 321 4. 58 172, 554, 000 4.18 
3. Capital additions and im- 
provements. .........-.-- 49, 156, 926 1.17 103, 302, 991 2.48 55, 089, 000 1M 


4. Grand total, all annual 
appropriation accounts...| 4, 207, 092, 342 4, 155, 450, 053 4, 119, 590, 122 


APPROPRIATION REQUIREMENTS, 1955 FISCAL YEAR 


The estimated appropriation requirements of the Veterans’ Admin- 
istration for the fiscal be 1955 have been prepared on the basis of the 
new organization and detailed justifications supporting these esti- 
mates have been furnished to the committee. I shall, therefore, con- 
fine my remarks in this statement to a broad outline of our budget re- 
quirements, a comparison of our needs in the fiscal year 1955 with those 
of the current year and a brief explanation of the changes effected or 
contemplated in the administrative activities of the Veterans’ Ad- 
ministration. 

The following table presents a po ram by appropriation.of the 

t 


amounts requested for the budget year with those appropriated for 
the fiscal year 1954: 
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Appropriation 


Appropriated,! 
fiscal year 
1954 


Appropriation 
requested, 
fiscal year 

1955 


Reduction 


increase (+ 


Amount 


Percentage 


. General operatine expense 
. Medica! administration and miscella- 


. Contract hospitalization 
. Maintenance and operation of domicili- 
. Outpatient care: 
ental-fee basis 


. Maintenance and operation of supply 

. Compensation and pensions 

. Readjustment benefits _. 

. Veterans’ miscellaneous benefits 

. Military and naval insurance __. 

. Hospital and domiciliary facilities. ____ 


$193, 531, 000 
14, 870, 400 
548, 090, 000 
20, 583, 100 
24, 248, 200 
23, 000, 000 
69, 677, 900 
1, £00, 000 


$164, 700, 000 


14, 654, 000 
544, 128, 000 
18, 891, 000 


— $28, 821, 000 


—1, 692, 109 
—12. 200 


—17, 199, 000 
+1, 256, 100 


—14f, 000 
+73, 709, 000 
—277, 311, 000 
—35, 74%, 000 
+3, 436, 000 
+21, 500, 000°) 


Hospital and domuciliary facilities 
(liquidation of contract author- 
i 21, 185, 644 —21, 185, 664 


() 3, 400, 000 +3, 490, 000 

75, 000, 000 —38, 430. 000 

1 24, 000, 000 30, 000, 000 +5, 000, 000 
2, 500, 000 1” 1, 664, 000 


—936, 000 
3, 892, 473,000 | —307, 264, 264 


ity). 
. Major alterations. improvements, and 


. Servicemen’s indemnit 


. Grants to Republic of Philippines... 


' 4, 199, 737, 264 


1 Includes pending supplemental requests ($215 million for ‘Compensation and pension” and $7 million 

for “‘Servicemen’s indemnity’’), 
Approximately $200 million will remain available from current year. 

is reduced aceordincly. 

8 Requirements for this appropriation are included in our requests for ‘‘Compensation and pension”’ and 
“Readjustment beuefits’’ for the fiscal year 1955. 

4 Funds available from fiscal year 1953 reduced needs for the current year. 

5 Fiscal year 1955 budget provides for completing new hospitals at San Francisco and“Popeka whereas 
current year funds allowed for only initiating these projects. 

6 The fiseal year 1954 appropriation completed fund needs for this purpose. 

i se appropriation was not requested for the fiscal year 1954 due to the balance available from prior 
periods. 

§ This appropriation reduction is based on decreased requirements for payment to national service life 
insurance fund. 

* Increased claims due primarily to decision of Defense Department to declare dead those missing in 
action as of Dec. 31, 1953. 
+ 1 Authority to reimburse the Philippine Government expires Dec. 31, 1954, therefore, request for fiscal 
year 1955 represents only needs for that period 


Our request for the budget year 


Mr. Putuies. I think it should be pointed out that out of those 
items making up your total you show a net reduction between the 
years of 1954 and 1955 of $307 264,964, which is just about:the addi- 
tional amount of money the Atomic Energy Commission wants for 
next year. 


DIRECT BENEFIT APPROPRIATIONS 


Mr. Hiesy. Included in this category are the appropriations “Com- 


pensessin and pensions,” “Readjustment benefits,” “Veterans’ miscel- 
aneous benefits,” and the appropriations needed for the payment of 
various insurance benefits. The payments made from these appropria- 
tions are contractual obligations of the Government. Fund require- 
ments are determined on the basis of the estimated number of claim- 
ants and the amount of payment due under existing law. The total 
amount requested for these purposes in the fiscal year 1955 is $2,993,- 
502,000 which is approximately $250 million less than requirements for 
the current year when estimated supplemental needs are considered. 

In an effort to reduce the number of benefit appropriations, action 
has been taken to eliminate the appropriation “Veterans’ miscellaneous 


| | 

] 
neous -opemting expense —216, 100 —1.5 

3. Maintenance and operation of hospitals pS +6, 128, 000 +11 ( 
4 —8.2 

5 | I 

. | 2%, 236, 000 —. 08 { 
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AN! other 70, 934, 000 | 
1, 654, 000 

8 12, 461, 291,000 | 2, 535, 000, 000 +3.0 

9 664, 311. 000 * 387, 000, 000 —41.7 r 
10 35, 743. 000 (3) —100.0 
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benefits” in the fiscal year 1955. Payments currently made from this 
appropriation will be covered under the appropriations “Compensa- 
tion and pensions” and “Readjustment benefits” during subsequent 
periods. 


CONSTRUCTION 


This category is composed of the appropriations “Hospital and 
domiciliary facilities” and “Major alterations, improvements, and 
repairs” in which a total amount of $42,400,000 is requested for the 
fiscal year 1955, This is an increase over the allowance for the current 
year; however, the 1954 appropriations provided funds for an addi- 
tion at Houston, Tex., and a sufficient amount to initiate construction 
on new NP hospitals at Topeka and San Francisco, whereas our 
request for the budget year includes funds required to complete and 
equip these hospitals. Also included in our 1955 request is $11,910,000 
for modernization and rehabilitation of existing facilities. 

Our request for $3,400,000 under the appropriation “Major altera- 
tions, improvements, and repairs” is based on a listing of high priority 
repair items which must be given early consideration in the interest 
of patient protection and preservation of Government property. 


ADMINISTRATIVE COSTS 
MEDICAL ADMINISTRATIVE COSTS 


The amount requested for this purpose of $7,854,000 includes central 
office medical administrative expenses as well as special services and 
construction supervision activities. The amount requested will per- 
mit only the continuance of the current level of operation and although 
it is believed advisable to increase the number of area medical offices 
from 6 to 9, our plans in this regard have been temporarily postponed 
in the interest of economy. 


GENERAL ADMINISTRATIVE EXPENSES 


All funds for this purpose are included in our request under the 
heading “General operating expenses.” ‘These expenses 
include the cost of administering all nonmedical activities at Vet- 
erans’ Administration field installation as well as the Central Office 
costs related thereto and all expenses incident to the executive direction 
of all VA programs and activities. The requirements of the Veterans’ 
Administration for these purposes have declined each year and our 
request for the fiscal year 1955 represents another substantial decrease. 
This is evidenced by our request of only $164,700,000 for the fiscal year 
1955 as against expected obligations for the current year of 
$181,963,000. 

For the most part this reduction must be accomplished by decreased 
costs for personal services. As of December 31, 1952, a total of 41,519 
employees were employed in this category and as of December 31, 
1953, this number had been reduced to 37,470. However, further 
drastic reductions in personal service costs must be accomplished to 
meet the amount included for this purpose in our 1955 budget request. 

In determining our request for $164,700,000 in this appropriation, 
$10 million of the total reduction was based on the coauiidebinn of 
workloads at regional offices. It has not been determined exactly how 
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this savings will be accomplished; however, for the purpose of pre- 
senting this budget request the reduction has been applied tentatively 
to personal services in the Department of Veterans Benefits although 
it is realized that some of this saving must be accomplished in other 
areas. 

MEDICAL CARE 


In developing this estimate the needs for medical research, medical 
education and training, and operation of supply depots were held to 
the current level, even though it is believed that serious consideration 
should be given to the expansion of our medical-research program. 
The amount requested tor the operation of domiciliaries is approxi- 
mately the same as that appropriated for the current year and is 
based on a member load of 17,000 which is approximately the current 
operating level. The reduction in requirements for contract hos- 
pitalization is due to a lower average patient load forecast of 5,125 
as compared with an average load of 5,831 in the fiscal year 1954. 

The amounts appropriated for fiscal year 1954 and the amounts 
requested for fiscal year 1955 for medical care (excluding reimburse- 
ments) may be summarized as follows: 


Increase (+-) 

Fiseal year | or decrease 
1955 (—) 1955 

over 1954 


In-patient care: 

VA hospitals ) $554, 128, 000 
24, 236, 000 
18, 891, 000 


597, 255, 000 


Out-patient care: 
Dental fee basis 23, 000, 5, 810, 000 

9, 458, 436 8, 897, 000 — 561, 436 
60, 219, 464 62, 037, 000 +1, 817, 536 


76, 744,000 | —15, 933, 900 


Education and training 
Supply depots 


Total, all medical programs (excluding administration)... 


OPERATION OF HOSPITALS 


The increased appropriation for this purpose is directly related 
to the increased number of operating beds and increased patient load 
expected in the fiseal year 1955 over current year operating levels. 
This expected increase in level of operation is made possible pri- 
marily by the activation of new-hospital facilities. Our fund request 
under this heading is predicated on the operation of an average of 
117,700 hospital beds and the accommodation of an average patient 
load of 105,100 during the fiscal year 1955. To the extent that these 
workloads are not attained, funds will remain unexpended. 

The Congress authorized the u of $555 million, including 


reimbursements of $7 million, for the operation of VA hospitals 


aco 


Fiseal year | 
1954 | 
+$6, 128, 000 
—12, 200 
—1, 692, 100 
502, $31, 300 | | +4, 423, 700 
Other: 
Medical research dass 5, 500, 000 5, 500, 000 
so cmbeaddctubbedsiinbbsicubetuss 1, 800, 000 1, 654, 000 —146, 000 
8. 600, 000 8, 454, 000 —146, 000 : 
694, 100, 200 | 682, 453,000 —11, 656, 200 
€ 
] 
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for the fiscal year 1954 with the understanding that it would operate 
an average of 114,315 beds and service an average patient load of 
102,370. The patient load in VA hospitals as of June 30, 1953, was 
97,010. This load had increased to 103,670 by November 30, 1953, 
and to 107,442 on January 25, 1954; therefore, it is apparent that 
the estimated load will be realized and possibly exceeded. With the 
activation of several new hospitals in the 1954 and 1955 fiscal years, 
the hospitalization program will have become relatively stabilized. 

Under date of November 4, 1953, the Veterans’ Administration 

rescribed an addendum to VA form 10—P-i0 in the form of a 
finaindhal statement to be supplied by veterans without service- 
connected disabilities when applying for hospitalization. The in- 
formation on this addendum is not intended for use by the Veterans’ 
Administration to deny hospitalization. However, it is believed 
that this requirement will cause veterans who are able to finance their 
medical expenses to recognize the impropriety of obtaining free 
hospitalization. To the extent that this result is obtained, allega- 
tions that free hospitalization is provided without regard to ability 
to pay will largely be refuted. 


OUT PATIENT CARE 


Although the amount requested for this purpose is about $16 million 
less than the amount appropriated for 1954 it also includes approxi- 
mately $7 million in common services costs which were formerly all 
provided for in the appropriation “General operating expenses” and, 
therefore, on a comparable basis our request for out patient funds 
has been reduced approximately $23 million from the fiscal year 1954 
level. Over $17 million of this reduction is based on reduced fee-basis 
dental activities and the balance is due to decreased clinical workloads 
and the consolidation of clinical activities. Estimated requirements 
for out patient dental activities presume the continuance of the lan- 
guage contained in the 1954 appropriation act which limits eligibility 
for noncompensable dental cases to those where a dental disability 
existed at time of discharge and application for treatment is made 
within 1 year thereafter. 


REVOLVING FUNDS 


The needs of the Veterans’ Administration are decreasing with re- 
spect to fund requirements in the acounts “Soldiers’ and sailors’ 
civil relief” and “Vocational rehabilitation, revolving fund.” Accord- 
ingly, it has been determined that $900,000 can be returned to the 
Treasury in the current fiscal year from these revolving funds. This 
recision will reduce the estimated balances as of June 30, 1954, to 
$703,000 in the account “Soldiers’ and sailors’ civil relief” and to 
$1,100,000 in the account “Vocational rehabilitation, revolving fund.” 


SUPPLY FUND 


As provided for in the Second Independent Offices Appropriation 
Act, 1954, a revolving supply fund was established with capitalization 
of approximately $53 million provided by all supplies and materials 
and depot stocks of equipment on hand and on order as of July 1, 
41872—54—pt. 2—-32 
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1953. The fund is being used for procurement of essentially all sup- 
plies and equipment throughout the VA and for maintaining inven- 
tories both at supply depot and station levels. The complete opera- 
tion of service and reclamation function is also being financed by 
this fund. Efforts are being made to include the arches of other 
miscellaneous goods and contractual services under the fund. Based 
upon the limited experience to date it appears that the amount of capi- 
talization mrereaes will be sufficient to extend utilization of the fund 
to all supply operations in the VA. 

The fund. is providing improvement in budgetary administration 
in that it permits charges to be made against appropriated funds onl 
for those goods that are placed in use. It is also providing other ad- 
vantages, such as better inventory control and scheduling of pro- 
curement. 

During the first 6 months of this fiscal year sale of supplies, mate- 
rials, and equipment from the fund amounted to $61,315,000. Total 
inventories in the fund as of December 31, 1953, were valued at $41,- 
259,000. As of December 31, 1953, there was a small operating deficit 
of $3,490. It is anticipated that the fund will operate on a break-even 
basis for the year. As provided in the act, any net income at the close 
of each fiscal year will be covered into the Treasury of the United 
States as miscellaneous receipts. 


CONCLUSION 


In developing our estimated requirements for the fiscal year 1955 it 
was presumed that the provisions for the fiscal year 1954 appropriation 
act with respect to the discontinuance as of September 1, 1953, of loan 
gratuity payments and the reduction or le to reporting allow- 
ances paid to educational institutions will remain in effect through the 
budget year and as indicated heretofore that limitations regarding 
dental treatment as contained in the 1954 appropriation act would be 
continued. 

It is my belief that the estimates submitted represent the most eco- 
nomical projection of fund requirements which the Veterans’ Admin- 
istration can anticipate at thistime. With reference to administrative 
= I am sure that the amounts requested for this purpose will be 
sufficient only for the most economical operation and will necessitate 
the exploration and use of all savings opportunities in all areas. With 
respect to direct benefits, I am confident you recognize the fact that 
our estimates are based in part on meen | economic and other condi- 
tions. To the extent that these conditions develop in such manner as 
rv myronns the cost of benefits, it will be necessary to request additional 

unds. 

This concludes my general statement; however, the various depart- 
ment heads and other officials of the Veterans’ Administration who are 
here with me are prepared to explain further the program and appro- 

riation requirements for those services under their jurisdiction. 
hey will be glad to furnish you with any additional information you 
may request. 

Mr. Putairs. Thank you, Mr. Administrator. That is a compre- 
hensive statement. 
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DECENTRALIZATION OF AUTHORITY TO THE FIELD STATION MANAGERS 


Let me go back to some of the things I noted. I will take them in 
the order of your statement, without reference necessarily to the order 
in which they appear in your justifications. The first is “Decentrali- 
zation of authority for operations to field station managers.” The 
ability to operate efficiently a field station or any other office, includ- 
ing hospitals, has been something that this committee has urged for a 
long while individually and collectively. My own experience has 
been it is operating satisfactorily. Does that suggest to you there 
will be further ecenomies by giving further authority to fieldmen, 
hospital managers, and so forth, than they have had in the past; or 
have we begun to level off? 

Mr. Hietey. We are going to learn much by experience. We think 
we can create considerably more economy by cutting out lots of red 
tape and forms, but that will take quite a bit of time to find out just 
how much we can put out in the field and how much is absolutely 
essential for our overall management. 


INCREASE IN NUMBER OF AREA MEDICAL OFFICERS 


Mr. Pures. I was under the impression it was the intent of the 
new reorganization plan to have fewer branch, region, district, and 
field offices of all kinds. 

Mr. Hietey. That is right. 

Mr. Puuuirs. But in your statement you spoke about opening 
new ones. 

Mr. Hietry. No; those are area offices for the medical. They al- 
ways wanted nine area medical offices. They are between the office 
here and the offices out in the field. They are the inspection and 
supervision elements out in the field. 

r. Puiuures. It might seem to this committee that you were going 
to open those 8 or 9 additional offices. 

r. Hictey. No; three more. It is a case of dividing the country 
up into more workable units. Admiral Boone feels by working out 
of nine oflices they could more effectively do the work. We have 
six now. 

Mr. Puitairs. What I had in mind was, if you were opening 13 
offices, there might be a proportionate reduction in the other field 
staffs. Is that right; will there be a balancing reduction? 

Mr. Hiexey. I do not think there will be. 

Admiral Boonr. There would be less in the central office. 

Mr. Pures. That balance reduction has been here in Washington ? 

Admiral Boonr, The Booz, Allen & Hamilton Report recommended 
20 areas, which I would not go along with, and I had a careful study 
made among my men and with the field people and it is my recom- 
mendation that we open 9. 

Mr. Parmures. Then the reduction in the central office of 1,876 
people: 1,100 of those are in insurance and the other 776 have been 
made where? You think there will be an additional reduction which 
will offset this field increase ? 

Mr. Hietry. This field increase you are talking about will be very 
small. I think there is a potential of 23 new people in each one of 
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those offices. That is 69. That will be counteracted to some extent 
by less people in the central office. 

Mr. Puriiirs. Will they be in areas where we presently have some 
of the beds, or will they be where we have no medical service now? 

Admiral Boone. It will be a division. If I may, I will inject into 
the record a copy of the present division, a map of the United States 
showing the new proposal which will give a very graphic presenta- 
tion to the committee. 

For instance, on the west coast now one man covers from Canada 
to Mexico, including Utah, Nevada, and Idaho. You know the dis- 
tances out there, and it is a tremendous coverage. 

Another big one is from St. Paul, Fort Snelling, all the way out 
to the Dakotas, Montana, Wyoming, and out to Washington. That is 
a tremendous area. In travel distances, you can go back and forth 
east to west but you cannot go north and south very well. 

And in the East, we have one area that has so many activities that 
one man is not able to cover it. I think it does make for greater 
efficiency and saving in the long run. 

Mr. Hictry. You will notice we are not adding those on now. 

Mr. Putiures. I notice that; but I wanted to make sure just what 
the movement is. 

In the past we have had additions in the field, not only in your 
agency but in other agencies and there has not always beeen any 
reduction in the central office. 


REDUCTION OF PERSONNEL IN CENTRAL OFFICE INSURANCE OPERATIONS 


Returning to the 1,100 employee reduction in the insurance opera- 


tion, did not we give you a number of additional employees to bring 
the insurance business up to date? 

Mr. Ketsry. Yes, sir. These 1,100 were people involved directly in 
a special project which has been completed. 

Mr. Putiiirs. How many did we give you for that? 

Mr. Kersry. I do not remember. 

Mr. Puruires. I want to make sure you are not taking credit for 
taking off 1,100 people which we gave you for a very temporary job. 

Mr. Hrietry. We are not taking credit for it. We start with the 
776. You asked a question a minute ago about the regional offices 
reduction. 

Mr. Hiciry. We are not eliminating offices. What we contemplate 
doing is consolidating workloads. We would like to leave the offices 
where we need them to take care of veterans, but we only need to leave 
those employees that are taking care of veterans by personal contact, 
and so forth, and for clinic purposes, but all of the other jobs you have 
in the regional office can be consolidated into a lesser number of offices. 
And that is where we hope to make a considerable saving. 

I did not want you to think we were cutting down the number of 
offices that are actually servicing the veteran. 


REVOLVING SUPPLY FUND 


Mr. Puttiirs. Before we leave this matter of funds, I will refer to 
page 8 of your statement. I have been in several of your hospitals 
this summer and in each case voluntarily the manager has spoken with 
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enthusiasm of the greater responsibility placed upon him and, to my 
surprise in several instances, with as great or even greater enthusi- 
asm with reference to the local purchasing of supplies. 

It seemed to this committee to be a rather small detail, but appar- 
ently in the mind of the manager it is more important than we thought 
it was. 

On page 8 of your statement I am not clear about the use of the 
revolving fund. Does this refer to the local purchase of perishable 
food, or is this just the stores that are in the hospitals? 

Mr. Kexsry. That includes the local purchases of perishables as 
well as nonperishables, and practically all other supplies and 
equipment. 

Mr. Putuirs. Does it also include stores, such as PX supplies? 


CANTEEN SERVICE 


Mr. Kersey. No, not for the canteen service. 
entirely. 
Mr. Puttuirs. Is any of this reference here to the canteen service? 

Mr. No, sir. 

Mr. Puiurrs. From where does that money come? 

Mr. Kersey. That is a separate appropriation and they are set up 
to operate like a corporation, independent entirely, with their account- 
ing and payments made as a business enterprise. 

Mr. Puuuies. Is there any money in this budget for that purpose? 

Mr. Kersey. None whatever. 

Mr. Putiures. They have a revolving fund ? 

Mr. Baker. That is right; and they have been earning money and 
turning it back into the Treasury. 

Mr. Putters. In other words, they are making money. 

Mr. Baxer. Yes, sir. 

Mr. Puitiirs. Perhaps there would be no reason to criticize it; but 
in several hospitals I visited the type of materials they sold seemed a 
very far cry from anything that would logically be needed in veterans’ 
hospitals. I do not know just what women’s negligees, or traveling 
bags and a great many things like that which were for sale in the 
canteen would have to do with veterans hospitals, unless it is just 
because money can be made off of them. 

Mr. Baxer. They are for the veterans to purchase. They may pur- 
chase them for gifts, or things of that nature. The full intent is to 
serve the veteran primarily. 

Mr. Puiuirs. Do not forget about serving the taxpayer occasion- 
am om There is no tax paid on those items sold in those stores, is 
there 

Mr. Baxer. No local taxes are paid, but Federal excise taxes are 
collected and paid to the United States Treasury. 

Mr. Parties. But that has nothing to do with this fund? 

Mr. Baker. Nothing whatever; it is entirely a separate fund. 

Mr. Pxuimures. Now I do not understand your bookeeping here, 

You say: 


That is independent 


The fund is providing improvement in budgetary administration in that it permits 


charges to be made against appropriated funds only for those goods that are 
placed in use. 
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What do you do; carry a reserve account ? 

Mr. Baxer. It is carried in depot stock until actually issued. These 
figures are for comparative purposes and avoids the difficulty we had 
when we tried to make a comparison on an obligation basis. 

Mr. Patties. Is it all right from an operating standpoint, but is 
your statement right that you do not have any charges against appro- 
priated funds until they are put into use? 

Mr. Baker. That is correct. 

Mr. Puittirs. Then you mean to say you may have a large suppl 
of various kinds of items purchased for use in hospitals but which 
actually have not yet been charged against the appropriation. 

Mr. Baxer. Not against the hospital appropriations. They are 
carried in stock in the supply fund. 

Mr. Puriies. What you mean here is the appropriated fund for the 
individual hospitals. 

Mr. Baxer. That is right. 

Mr. Purures. I thought you meant against any appropriation. 

Mr. Baker. No, sir. They are charged to the supply revolving fund 
at the time they are purchased and earried in that fund until they are 
issued to the hospitals. 

Mr. Puturres. Admiral Boone, I understand you have a statement 
you want to make. 

Admiral Boons. Yes, sir. 


STATEMENT OF ADM. J. T. BOONE, CHIEF MEDICAL DIRECTOR 


Before presenting the highlights of the 1955 estimates, I should 


like to give a brief summary of the progress made to date in the cur- 
rent fiscal year. 


RESULTS OF FISCAL YEAR 1954 APPROPRIATIONS 


The appropriation act, 1954, under “Maintenance and operation of 
hospitals,” contained a proviso that the $555 million was predicated 
on the staffing and operation of 114,315 beds in VA hospitals if needed 
to render medical care. Up to this date, our projections for the year 
have been met. We were operating 115,764 beds on January 18, which 
is an increase of 6,729 over June 30, 1953. The average daily patient 
load for the year, to date, is 101,541, and last Monday there were 
107,442 patients in VA hospitals. 

The occupancy rate has been high, averaging, to date, an overall 
89.9 percent. 

At the time of the hearings last year, there were 24,000 eligible 
veterans for hospitalization on the waiting list. Now there are 18,676. 
I might add there are no service-connected cases on the waiting list 
as of the end of last week. 

From March 31, to December 31, 1953, we have reduced the tuber- 
culosis waiting list by 1,845, to a low of 678. In the chronic section 
of G. M. and S., including neurology, we have reduced the waiting list 
1,027. In the less promising section of the list, the neuropsychiatric, 
about 2,000 new beds were opened this year and full operation is being 
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expedited. Seventy VA hospitals, G. M. and 8S. type, have 8,601 beds 
now in operation for NP cases. 

We are able to make increases in mental hygiene clinic staffs which 
will help considerably in the long-term program of keeping patients 
out of hospitals. We are vigorously pursuing the foster home care 
program to ao patients in order to free beds in NP hospitals for 
patients needing intensive neuropsychiatric care. 

Applications for hospitalization are averaging 75,000 monthly with 
39,300:admissions monthly, VA and non-VA hospitals. 

Mr. Puturrs. Does that refer only to NP’s? 

Admiral Boone. No, sir; all types. 

Mr. Putures. 75,000 of all types? 

Admiral Boone. 75,000 of all types, yes, sir. 


INPATIENT CARE 


The Congress granted adequate funds for the inpatient care pro- 
gram in VA hospitals. I have presented a brief account of our 
stewardship. The moneys having been appropriated to accomplish 
reactivation of closed beds, activation of beds produced by new con- 
struction and the provision of a high standard of medical care in hos- 
pitals for eligible veterans, have been applied as directed. Congress 
gave a challenge in appropriating those funds. The evidence herein 
reported discloses that the challenge to date has been successfully met 
through a painstaking effort and hard work. If, at the termination 
of fiscal year 1954, the stipulated obligation imposed by the Congress 
is fully consummated with a sizable unspent “re mot which will thus 
accrue to the taxpayer, no one will be more gratified than the Chief 
Medical Director. 

Before proceeding with the brief presentation of the 1955 budget, 
I wish in a few words to observe the benefits that the Department of 
Medicine and Surgery has derived from the reorganization of the 
Veterans’ Administration which is now being accomplished. 


BENEFITS DERIVED FROM REORGANIZATION OF THE VETERANS’ 
ADMINISTRATION 


The reorganization enables the Chief Medical Director to carry out 
effectively the responsibilities of the Department of Medicine and 
Surgery, which are prescribed by Public Law 293, 79th Congress, as 
those functions necessary for a complete medical and hospital service 
for the medical care and treatment of veterans. It has given the 
Chief Medical Director the authority to direct and integrate all 
components of the VA medical program. By overall planning, direc- 
tion, and coordination, all operating elements—including supply, 
finance, personnel, special services, and so forth—can now be attuned to 
ry cg requirements and the objectives of the Department of 

edicine and Surgery, which should contribute importantly to im- 
proved operations. 

With the autonomy which is now his, the Chief Medical Director 
can gear the budget program of the Department of Medicine and 
Surgery to actual operating plans and needs. 

The internal reorganization within the Department of Medicine 
and Surgery has reduced the number of staff advisers to the Chief 
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Medical Director from 9 to 5. One of these, the Assistant Chief Medi- 
cal Director for Operations, is the focal point for all operating rela- 
tionships with the field. The other four staff advisers comprise the 
Controller and the Assistant Chief Medical Directors for Planning, 
for Dentistry, and for Research and Education. 

The concept of decentralization under the reorganization has 
extended to field station managers autonomy to a degree which gives 
them authority commensurate with their responsibility for accom- 
plishment of Veterans’ Administration medical program objectives 
at their stations. 


PLAN OF OPERATIONS FOR ALL VA HOSPITALS FOR FISCAL YEAR 1955 


The budgetary estimates under review for 1955 for the Department 
of Medicine and Surgery have established 117,700 operating beds, 
117,449 staff, and 105,100 average daily patient load in VA hospitals 
as the workloads. 

Mr. Putures. With a 10-percent reduction, 

Admiral Boonr. That is an increase. 

Mr. Puiaips. I mean of the 117,700, 90 percent of that is 105,100. 

Mr. Hietry. The chairman is talking about the patient load as 
against activated beds. 

Admiral Boons. That is right. During the year, we expect to add 
2,730 patients to our present year estimated average daily load of 
102,370. A portion of these patients will be in the new 750-bed G. M. 
and S. hospital at Pittsburgh, the new 1,250-bed G. M. and S. hospital 
at New York, built this fall, the new 1,000-bed NP hospital at Los 
Angeles, and the 500 beds which are an addition to the G. M. and 8S. 
hospital at Dallas, all scheduled for opening during 1955. 

oncinuing a custom established last year, the estimates and pro- 
jections for 1955 have been prepared independently for each VA hos- 
pital, showing the operating bed schedule, the patient load and the 
projected employment proposed in the budget, and this tabulation 
is available for insertion in the record, if desired. 

Mr. Puiiires. We put that in the record last year, and I think it 
should be put in again this year. 

(The information referred to follows:) 
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Estimated operating beds, average daily member load and employment in VA 
domiciliaries, fiscal year 1955 


Operating beds Employment 
Average 
Fiscal | Fiscal 
sca mem ber sca 
year | load year 
average average 


Domiciliary 
une 30, 
1955 


3 


Arizona: Whipple 
California: Los Angeles 
Florida: Bay Pines 
Georgia: Thomasville 


yton 
Oregon: Camp White 
South Dakota: Hot Springs 
Tennessee: Mountain Home 


p 
Virginia: Kecoughtan 

West Virginia: Martinsburg 


4,172 


Norte.—Fiscal year 1955 estimated operating beds, average employment and average daily patient load 
for each location will be subject to continuous review and revision based upon patient demand and recruit- 
ability of personnel. 


Admiral Boone. We are continuing the plan of transferring vet- 
erans admitted to contract hospitals into VA hospitals, when 
practicable. 

MEDICAL RESEARCH 


Under “Research” in the committee report last year, attention was 
called to the fact that there appeared to be no coordination of the 
expenditures of Federal funds in the field of cancer research. The 
committee mentioned the sums appropriated to the Atomic Energy 
Commission and other departments, stating: 

It is quite probable that money provided in one or the other of these funds should 
be transferred to the VA for the practical application in VA hospitals of the 
research findings in the entire field of medical research. 

This matter has been investigated, and resultant discussions with the 
Public Health Service brought agreement that that agency would 
make research grants to medical schools whose research proposals 
represent the collaborative effort of the local VA facility and the local 
medical school. This cooperative research is in no way expected to 
substitute for but rather is intended to be additive to the productive 
research programs already being carried on by the VA hospitals. 
Such a plan promotes better integration of the Public Health Serv- 
ice and VA research programs and will provide further reassurance 
that there is no undesirable duplication of research support by the 
2 agencies. 

(The following was submitted later to clarify previous statement :) 


Pustic HeaLttH Service Support or Mepican RESEARCH In VA 


Full-time and part-time employees of the Department of Medicine and Surgery 
may apply to the Public Health Service for research grants which will permit 
them to conduct research in which they are interested within the VA hospital 
in which they are employed. 


t 
| Per 
146 146 143 36 36 
3, 074 2, 909 882 882 
500 500 528 | 202 202 
500 500 | 229 229 
& Kaneas: Wedeworth...................... 1, 005 1, 005 962 250 250 
1, 426 1, 426 1, 402 270 270 
4 peennnnenneee| 2, 138 2, 138 2, 086 353 353 
548 548 498 124 124 
' EAD 1, 781 1, 781 1, 692 223 223 
‘exas: 
293 293 273 130 130 
350 350 355 84 84 
; | 4,452/ 1,452 1, 356 365 365 
500 500 460 83 83 
1, 661 1, 661 1, 548 325 325 
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Applications from VA personnel will be reviewed and evaluated by the Public 
Health Service in the same manner as applications received from individuals 
who are not employees of the Veterans’ Administration. In other words, if the 
applications are considered worthy of support, in competition with other ap- 
plicants for research grants, the application may be approved and a research 
grant made in favor of the VA employee. 

Where this is done the Public Health Service will forward the funds approved 
to the medical school affiliated with the VA hospital. The business office of the 
medical school administers these funds upon requisition of the VA employee who 
applied for the grant and who serves as the “principal investigator.” 

In this manner VA employees may receive financial support for the purpose of 
conducting research within the VA hospital in which they are employed. 


Representatives of the Department of Medicine and Surgery have recently held 
discussions with members of the Division of Research Grants, United States 
Public Health Service, concerning the question of allowing full-time personne! 
of the Veterans’ Administration to apply for research grants from the National 
Institutes of Health. 

I am please to inform you that it will now be possible for full-time and part- 
time personne! in VA hospitals affiliated with medical schools to apply for 
research grants. In a letter to me, Dr. W. H. Sebrell, Jr., director, National 
Institutes of Health, has stated that the Public Health Service will amend their 
rules to permit the awarding of research grants to medical schools in behalf of 
full-time or part-time VA investigators whose research proposals represent the 
collaborative effort of the local VA hospital and the affiliated medical school. 
These applications will be reviewed and evaluated in competition with other 
applications. 

The procedure to follow is: 

(a) Individuals desiring to apply for a research grant from the National 
Institutes of Health will complete an application form in the appropriate manner, 
preferably after discussing the matter with the research committee of the VA 
hospital. 

(b) The application form should then be submitted to the research committee 
of the VA hospital for review and appropriate recommendation. 

(c) When approved by the research committee acting for the deans committee 
and bv the manager, the application is then submitted to the dean of the medical 
school involved, for consideration and if approved, (1) for signature by the 
appropriate administrative official authorized to sign for the institution; (2) 
for indicating the name and title of the finance officer to whom the check should 
be mailed; and (3) for submission to Division of Research Grants, National 
Institutes of Health, United States Public Health Service, Bethesda 14, Md. 

(d) Division of Research Grants, National Institutes of Health, upon receipt 
of the completed application will forward the necessary copies to the Assistant 
Chief Medical Director for Research and Education, Department of Medicine and 
Surgery, VA Central Office, for review, approval and comments prior to sul- 
mission to the appropriate Study Section and Council. 

In the event that the application is approved by the Division of Research 
Grants, National Institutes of Health, the funds involved will he forwarded to, 
and administered through, the affiliated university or medical school upon requi- 
sition of the principal investigator. 

Application blanks may be obtained directly from the Division of Research 
Grants, National Institutes of Health, United States Public Health Service, 
Bethesda 14, Md. 

It is not intended that the acceptance of research grants from the United States 
Public Health Service will serve as a basis for reducing the funds for the research 
program in your hospital. It is desired that VA personnel interested in research 
have an opportunity to secure additional support for investigative programs 
which might otherwise not be available within budgetary limitations. 

Sincerely yours, 
Roy A. Worrorp, M. D., 
Acting Chief Medical Director. 


Admiral Boong. It was gratifying to note ial reference to re- 
search in the President’s message on the state of the Union. 
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The printed budget in providing the same amount of money as in 
fiscal year 1954 requires that administrative procedures be applied 
which will continue to limit activation of those research laboratories in 
new hospitals which were established in 1954 and held these activated 
in fiscal year 1955 to a token activation. This will be our policy of 
operation. I do hope that in the 1956 budget funds will be made 
available which will permit the activation of our research laboratories 
in full operation as required. 


OUTPATIENT CARE 


The decrease of approximately $16 million net, below the 1954 es- 
timated requirements, is caused primarily by adjustments in the den- 
tal fee-basis program. 

The reduction from $23 million to $5,810,000 in dental fee basis is 
based on the assumption that the appropriation language enacted in 
1954 restricting eligibility for outpatient care will be continued and 
also reflects the impact of VA Circular No, 2 which provides for rea- 
sonable care by correcting all noncompensable service-connected dental 
disabilities existing at time of discharge if applied for within 1 year. 

Past experience indicated that approximately 40 percent of applica- 
tions were for repeat treatment. Circular No. 2 eliminates repeat 
treatment with certain exceptions. 

In previous years our dental staffs devoted most of their time to 
the examination of veterans to determine their treatment needs. Due 
to the language of the appropriation act there will be less dental ex- 
aminations performed in the clinics and the time of the professional 
dental staffs will be used in dental care. This also reduces the need 
for dental fee-basis treatment funds. 

Mr. Puituties. Let us go back now and amplify the Spores you gave. 
You gave on page 1 of your statement the average daily patient load. 
You are now operating 115,764 beds and last month you only had 
107,442 patients. Now that is not the same figure you gave us. It 
was not the same percentage of reduction, was it? 

I think your most interesting statement on that subject is that the 
occupancy rate has been high, averaging 89.9 percent. What do you 
call normal covapency 

Admiral Boonr. The American ig: tia Association considers 85 
percent as a good experience level. They consider that a hospital 
ought to have about 15 percent as a cushion for emergencies, dispersal 
requirements, contingencies and so forth. 

Mr. Putuuirs. Why do you not make your estimates for next year 
on that same basis? 

Admiral Boone. Because we have this waiting list—these people 
for hospitalization. 

Mr. Puiuirs. You have taken off approximately a little more than 
10 percent. 


INCLUSION OF DOMICILIARY CASES IN NEUROPSYCHIATRIC CASELOAD 


Admiral Boonr. May I add that in neuropsychiatrics they run even 
higher; they have run up as high as 98 percent in N. P. hospitals; TB 
runs 92 to 94 percent, and G. M. & S. runs a little under 90. 
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Mr. Pututrs. Without attempting to go too deeply into policy, it 
seems to me the figures of the Veterans’ Administration are padded, 
if I may use that word without any Lark on connotation, by put- 
ting in aged people who are not neuropsychiatric cases at all but who 
really are domiciliary patients. They are people who have to have 
almost constant care, but you classify them as N. P.’s. I believe this 
now comes under the new science of geriatrics and the age limit can 
be as low as 55 or 60, but they have to have complete care, the same 
as a baby needs. Those patients have been classed in the past by the 
VA as N. P.’s, and in estimating the need for additional N. P. hospital 
beds, that class of patients has been included. 

Admiral Boonr. I would like Mr. Rosen to make a statement in ref- 
erence to that; but, first, I would like to state this: The VA has put 
them in the N. P. hospitals. There is a great demand for neuropsy- 
chiatric care. We have made a waiting list of 18,676, and over 12,000 
of these are neuropsychiatric patients. By freeing those beds in 
the neuropsychiatric hospitals for the service-connected cases and 
other more acute cases and moving the patients you describe as need- 
ing complete care into other hospitals where we have beds, more of 
these N. P. patients could be cared for. 

Mr. Purituies. I am thoroughly in favor of that; my question is 
why it has not been done right along and why have those patients 
been classed as N. P. patients and put in the lists presented the Con- 
gress as the reason to build another hospital. 

How many patients of that kind do you presently have? 

Admiral Boonr. The average age of the Spanish-American war 
veteran is about 77; the average age of World War LT is about 60. 
aut Puiures. Commander Bigelow, do you have a breakdown of 

at 

Commander Bicetow. Yes, sir. 

Mr. Putiires. How many patients like that do you have? I think, 
first of all, it reduces the load which you always tried to impress on 
Congress as a necessity for building N. P. hospitals; second, it pro- 
vides a possible use for vacant beds in those beautiful hospitals that 
we cannot fill up; nice-looking hospitals that have everything except 

atients. 
. Admiral Boonr. We have sent some men there and increased the 
occupancy rate by doing it. We have a resistance on the part of 
atients to being moved to places even where beds are available except 
in their own State. 

Mr. Putiuies. Who says that a veteran patient of that type, or of 
any type. has to have a hospital built at the most convenient place for 
him? Why do people go to the Mayo Clinic in Minnesota? Why 
does not Mayo build a clinic in California and everywhere else ? 

Admiral Boonr. I feel strongly they should go where the hospital 
facilities are available and best conditions exist. I am for that sys- 
tem. Patients go to the places you mention for highly complex diag- 
nosis and therapy. The great proportion of us who need hospital care 
want to get it close to home. 

Mr. Puitctes. Who determines the policy that you cannot send a 
veteran more than a couple of hundred miles away from his home? 

Admiral Boonr. The hospitals were designated to be built and pro- 
vided for by the Congress, and the distribution of veteran population 
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in the States is one of the items taken into consideration. But we 
are under pressure to have hospitals in the various States. 

Mr. Puitiires. You mean it is not a policy of the Veterans’ Admin- 
istration but a policy of the Congress ? 

Admiral Boone. I would say it is an enforced policy on us. May 
Mr. Rosen make a statement on that ¢ 

Mr. Pututes. Yes. 

Mr. Rosen. The patient who needs 100 percent care is not the kind 
of patient who is cared for in the domiciliaries. 

Mr. Puitutrs. The number of patients who are bedridden and 
cannot get out of bed is very, very small? 

Mr. Rosen. That is right, in the domiciles, 

Mr. Puitutrs. The patients between the bedridden patients and the 
neuropsychiatrics are those patients in wheelchairs. They are wheeled 
around or perhaps can wheel themselves a little; they have to have 
constant supervision and care but very little medication. Are you 
including those in your list? 

Mr. Rosen. They fall in all disease categories, not only neuropsy- 
chiatric. 

Mr. Putters. They were classed as neuropsychiatrics. I saw some 
of them. They came out of neuropsychiatric hospitals and were put in 
other hospitals that had smaller loads. 

Admiral Boone. Senile infirm, we call them. 

Mr. Rosen. The reason for that is this: Many of these senile infirm 
patients by reason of their age have many surgical and medical dis- 
abilities that require care. If they can be moved to the general hos- 
img where there is a staff of internists and surgeons who can care for 
them—— 

Mr. Puiwuirs. You are just repeating my question. I am saying 
that is what is being done and asking why it has not been done before. 
Mr. Rosen. It was started last year, the hospital in Albany, N. Y. 

Mr. Puuures. If that policy or program is followed out, how many 
beds will it release in NP hospitals for NP patients who require 
psychiatric treatment ? 

Admiral Boonr. There are perhaps 2,000 such patients in NP hos- 
pitals who could be moved. ey will be brntert to beds which are 
vacant in other hospitals, but only if appropriate staff can be obtained. 
Some of the men who are in the senile infirm category have bladder and 
other troubles and need urologists and so on. 

Mr. Puiiiies. But they do not need psychiatrists? 

Admiral Boonr. They need some psychiatric care in addition to 
treatment for their physical condition. I would like to see it com- 
partmentized better than it is today, but there are not the facilities. 

Mr. Puuies. I certainly think it is a field for investigation and 
further constructive action by the Veterans’ Administration. My im- 
brags is that what is being done is good, but it is very slow. You 

ave a lot of vacant heds in hospitals which are reasonably nearby, 
that is, in a reasonably short distance, into which patients of that kind 
could be put and relieve the load upon the NP hospitals which are 
overflowing, and give those patients just as good or better care than 
they get now. 
_ Admiral Boonr. That program is retarded due to two factors, first, 
inability to move them, and second, inability to get people to care for 
them. We are trying to pursue the matter as rapidly as possible. 


n 


1688 


Mr. Putuies. The managers to whom I have talked do not seem 
particularly concerned. They have said if they could get authoriza- 
tion for more patients of that kind they could get the staff. Maybe it 
would be a good idea for you to give this a little further investigation. 
Do you think so? 

Admiral Boonr. We think we have accomplished a great deal in the 
ast year. 

Mr. Prius. I have grave doubt whether, since the beginning of 
this present fiscal year, you have moved 100 patients of that kind. 

Admiral Boonr. Oh, my goodness! We have moved thousands. 
We have moved almost 1,000 from VA NP hospitals, and more than 
that number from the non-VA hospitals. Three thousand in all have 
been so transferred. 

Mr. Putuies. Of this type of senile infirm ? 

Admiral Boonr. Yes. 

1 span We reduced the load in contract hospitals from 6,100 
to 4,800. 

Mr. Putus. Put in the record what is the possible residue.: You 
can make that in the future. 

There are about 2,000 such patients who could be moved in the future. The 
governing factors will be ability to obtain personnel to care for these patients 
and obtaining agreement to move them. At times they would have to go quite 
a distunce from their families. 

Admiral Boonr. There will be more and more of those cases with the 
advancing age of veterans. 


TUBERCULOSIS 


gee Puu.uies. You apparently have the tuberculosis problem about 
icked. 

Admiral Boonr. I am afraid certain magazines are giving people 
a false hope. I hope that in a few years we will have it licked. I have 
been in contact with the National Tuberculosis Association, in fact 
T have been invited to speak before that association on Saturday. 
They still agree we must depend first on physical and mental rest in 
the hospitals, that antibiotics have performed wonders but those who 
think they can be cured by going to the drug store instead of to a hospi- 
tal are in error. 

Mr. Putuuies. I am looking at a figure of 678 on a waiting list for 
TB hospitals. 

Admiral Boont. Mr. Chairman, that is the waiting list of TB pa- 
tients. We have devoted sections of many of our GM and S hospitals 
to TB and we have been able to get them in under our roofs, as it were, 
to a great extent. 

Mr. Puu.ties. Certainly the number is not rising? 

Admiral Boonr. No, sir. There has been a decline in tuberculosis. 

Mr. Puuu.tes. You certainly do not need any more TB hospitals? 

Admiral Boone. No, sir. 

Mr. Pui.vies, Then you might be able to use, for other categories, 
here and there, a ward or part of a ward? 

Admiral Boonr. Yes; but I might say this: In the non-Federal 
hospitals they have shown a marked decline in tuberculosis admissions 
and that gives us concern because we feel they are going on a false 
premise. I should be very happy to get to the day we can eradicate 


] 


1689 


tuberculosis, and I believe it will come, but it is not here yet. Our 
future TB patient load will depend upon the future needs of the 
Armed Forces for manpower, and upon the long-term results of the 
newer treatment methods. If the Selective Service System exhausts 
the manpower pool it now draws from, it will have to select older 
persons for service and this could increase our requirements. 


CANCER RESEARCH 


Mr. Puuures. We are interested in what you are doing in cancer 
research. Will you clarify for the record just what you are doing 
besides talking to the Public Health Service. 

Admiral Boonr. They provide means by way of grants. 

Mr. Putiurres. How much in cash? 

Mr. Scuoen. The Public Health Service awards grants to universi- 
ties and they subgrant to individuals in our hospitals who carry on the 
research. 

Admiral Boonr. Last year I talked to Mr. Nelson Rockefeller and 
Dr. Shelle on that subject. 

: a. Sn: moat Are you doing any research work on the aged and 
infirm 

Admiral Boonr. We are doing that. We have a fine program at 
Jsayton, at Sawtelle in Los Angeles, and at Kecoughtan. 

Mr. Puttures. You are doing something about that? 

Admiral Boonr. Very definitely. 

Mr. Puuuies. Did you get any help on that from anybody? 

Admiral Boonr. No, but it has just been realized what a field it is 
for medical service. We are waking up to the subject. 


AVERAGE ANNUAL PATIENT LOAD 


Mr. Puituies. If you were authorized an activation of 114,315 witha 
presumptive load of 102,370, and you have as of right now 107,000 you 
actually have more patients than we contemplated. What will it make 
your average patient-load for the year? 

Admiral Boonr. We want to hit that 102,370 as an average daily 
patient load for the fiscal year. We were at 97,000 last summer, then 
we went up, then we had a fall off at Christmas time. To strike that 
average, we have to go above 102,370 and we now hope this quarter to 
level oft so that we will get at the end of this fiscal year in balance, 
102,370. 


RESERVATION OF FUNDS FOR MAINTENANCE AND OPERATION OF HOSPITALS 


Mr. Puiuies. Has the Bureau of the Budget impounded any of 
your funds that were provided in last year’s bill? 

Admiral Boone. We have set aside $3 million from this appropria- 
tion arising from savings in the first half of the year by virtue of tak- 
ing care of the load at less cost. We volunteered that. 

r. Pumps. If there has been a reduction in cost, has that fact 
been taken into consideration in requesting a figure of $561 million for 
the cost of hospitalization ? 

Mr. Baxer. Yes, sir, it has been considered. 

Mr. Putuirs. That has been taken into consideration ? 
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Mr. Baxer. Yes. The costs for 1955 are based on the lower figure 
for 1954 fiscal year. 
BED OCCUPANCY 


Admiral Boong. Mr. Rosen has a graph on the bed occupancy. May 
he explain that, sir? 
(The table submitted in lieu of the graph is as follows :) 


Weekly data of beds, average daily patient load, and employment in VA hospitals, 
June 30, 1953, to Jan. 25, 1954 


Average Oo t rage 8,400 
tient Week ending— 
week) ment 


Nov. 2, 1953 113, 713 112, 410 
Nov. 9, 1953_......- 


115, 764 
1 3 115, 910 

Oct. 19, 1953 Program averages 
Oct. 26, 1953. for fiscal year...) 114,315 


1 As of July 31, 1953. 
Source: Weekly Telegraphic Report RCS 10CB-26. 


Mr. Rosen (indicating on graph). The average patient load of 
102,350 for fiscal year 1954 is shown as a straight line, and the accom- 
plishment in terms of daily patient load each week since the beginning 
of the fiscal year is indicated here. This is Christmas week and this 
is Thanksgiving week. 

Mr. Putters. It is remarkable how much a holiday can affect a 
man’s physical condition. In Mr. Higley’s section of the country the 
drop occurs during the fishing season. 

r. Higtey. Hunting, too. 

Mr. Rosen. The average number of operating beds for fiscal year 
1954 is 114,315; and the man-years of employment is 113,544 as shown 
in the fiscal year 1955 budget. 

Mr. Puitires. What is above that? 

Mr. Rosen. Employment; man-years of employment in hospitals. 

Mr. Pures. We did not give you a figure of employment except 
that provided by the budget. 

Mr. Rosren. The employment is at 114,428 at this point on the 25th of 
January. To obtain the average of 102,350 average daily patient load 
for the entire fiscal year it is necessary that it remain at 103,000 for 
the remainder of the year. The experience in Veterans’ Administra- 
tion hospitals over the last decade indicates the greatest demand is 
from January through March or April, following which there is some 
seasonal decline during May and June. 

Mr. Puixies. I do not see how you are going to come back to 102,- 
370 for the year’s average. 


n 
t 
1 
r 
ing beds 
Week ending— (end of | @ I 
week) 
| 
June 30, 1953.......| 109,035} 97,013 | 106, 655 
July 27, 1953.......| 109, 744 97,768 | 1 107,999 
Aug. 3, 1958........| 110,072 98, 117 108, 471 || Nov, 16, 1953.......} 114,295 | 103, 901 112, 934 4 
Aug. 10, 1953.......} 110, 190 98, 836 108, 954 || Nov. 23, 1953_......| 114,365 | 104,241 113, 134 : o 
Aug. 17, 1953.......] 110, 508 99, 531 109, 122 || Nov. 30, 1953.......| | 115,069 | 102, 457 113, 319 
Aug. 24, 1953.......] 110,655 | 100,321 109, 519 |] Dee. 7, 1953........| 115,230 | 104,772 113, 572 
Aug. 31, 1953.......| 110,953 | 100,413 109, 589 |} Dee. 14, 1953.......| 115,425 | 104, 761 113, 814 
Sept. 7, 1953_......| 111, 280 99, 924 109, 718 || Dee. 21, 1953.......| 115,364 102, 537 113, 856 
Sept. 14, 1953__....| 111,654 | 100,840 110, 278 || Dee. 28, 1953.......| 115, 396 94, 470 113, 871 
Sept. 21, 1953.....-| 111,983 | 101, 755 110, 762 || Jan. 4, 1954........| 115, 567 99, 159 113, 968 
Sept. 28, 1953......| 112,184 | 102,116 | 113,042 || Jam. 11, 115,649 | 105,452 114, 099 
106, 666 114, 307 P 
107, 039 114, 428 
| 102, 370 113, 544 


1691 


Mr. Rosen. The average for the year to this date is 101,541 and it is 
necessary to run at an average figure of 103,481 for the remainder of 
the year to obtain this average level. 

Mr. Puitires. You mean by that you will have difficulty to get up to 
102,370 or to get down to it ? 

Mr. Rosen. I think we will end the year with an average of 103,000 
rather than 102,350. 

Mr. Putters. The committee would like to have a table prepared 
which will show a breakdown of your hospital patient load. Break it 
down, if you will, by types of hospital and show the average length 
of stay, the cost per day, number of service-connected and non-service- 
connected cases, and the total cost. I think it will have to be a sepa- 
rate table for 1953, 1954, and 1955. 

(The information follows :) 


Distribution of average daily patient load and cost by type of hospital 
FISCAL YEAR 1955 ESTIMATED 


Average daily patient load 
Average 
length 
of stay 
(days) 


Non- | Total cost 


Service- | 
| service- | Total 
connected connected} 


Type of hospital 


Neuropsychiatric hospitals 1278 27,122 | q $172, 325, 200 
Tuberculosis hospitals | 49, 703, 600 
General medical and surgical hospitals __ 9,029 271 | q 339, 233, 700 


Total VA hospitals 38, 816 
Domiciliaries 1,734 


40, 550 | 581, 148, 500 


IMATED 


| 
Neuropsychiatric 23, 038 , $167, 844, 800 
f 2, 665 5, 535 


Tuberculosis 50, 745, 300 
General medical and surgical hospitals _- 5, 839 331, 289, 900 


Total VA hospitals 64, 412 
Domiciliaries 15, 200 


79, 612 


FISCAL YEAR 1953 ACTUAL 


hospitals 1 27 2 3 $157, 637, 367 
Tuberculosis hospitals ‘ . 46, 918, 200 
General medical and surgical hospitals__ 38 A : 312, 749. 840 


Total VA hospitals 7,975 | 517,305, 407 
Domiciliaries 738 16, 877 19, 536, 000 


114 852 | 536, 841. 407 


Tae a computation of length of stay by type of hospital rather than by type of patient as shown in the 
annual report. 

' All length of stay figures describe, of course, the length of stay of those patients who are discharged. 
In instances where the patient load is largely chronic and long term, the discharges represent only a very 
small proportion of the patients treated, and usually the group discharged is primarily composed of shorter 
term patients. Consequently the average length of stay of those discharged ig not representative of the 
treatment time for all patients. This is particularly true for tuberculosis and neuropsychiatric hospitals, 
For example (see fiscal year 1953 annual report, p. 21), 88 percent of all psychiatric patients in hospitals on 
Jan. 31, 1953, had been continuously hospitalized more than 1 year. The average length of stay of those 
ayy ae from neuropsychiatric hospitals (primarily psychiatric patients) was only 278 days. 

ot available. 


Cost 
per 
T day 
$9. 33 
16. 61 
20.07 
q | 66,284 105,100 | 561,262,500 | 14.63 
| 15,266 | 17,000 | 19, 886, 000 3.20 
i Total VA hospitals and domicili- | 
FISCAL YEAR 1954 EST 
$9.26 
| 16.95 
| 20.39 
102,370 | 549,880,000 | 14.72 
4 16,927 | 20, 207, 200 3.27 
: Total VA hospitals and domicili- | | 
39, 685 | 119,297 | 570,087,200} 13.09 
$8. 93 
{ 16. 64 
20. 46 
14. 47 
3.17 
; Total VA hospitals and domicil- 
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Mr. Anprews. What is that first dip? 
Mr. Rosen. Labor Day week. 

Mr. Anprews. Is there any connection between that rise in that line 
and the temperature of the year? As the temperature lowers the line 
rises, is that right? 

Mr. Puiurres. It seems to be right. Is this true of private hospitals, 
that most people go to the hospitals in the first 4 months of the year? 

Mr. Rosen. There is a definite seasonal load in the Veterans’ Ad- 
ministration hospitals and in the private hospitals and in the military 
hospitals. 

Admiral Boonr. There is also elective work, hernias and tonsils 
and such. Harvest and planting periods are a big factor out in the 
ne areas, in the Dakotas, for instance; Mr. Krueger knows about 

at. 

Mr. Pututrs. I understood you to say, Admiral Boone, that there 
are no service-connected patients on any waiting list? 
Admiral Boone. Not as of the end of last year; no, sir. 


UNOBLIGATED BALANCE OF ADMINISTRATION, MEDICAL, HOSPITAL, AND 
DOMICILIARY SERVICES FUNDS, JUNE 30, 1953 


Mr. Putiurrs. What was your actual unobligated balance at the end 
of fiscal year 1953? 

Mr. Baxer. We had a total of $4,745,237 unobligated funds. 

Mr. Putuures. That is in addition to the money that was transferred 
out of the $10 million we gave you in the supplemental, transferred to 
dental, which I think was $4 million? 

Mr. Baker. This is the unobligated balance as of June 30, 1953, 
from the “Administration, medical, hospital, and domiciliary serv- 
ices” appropriation. 

Mr. Tuomas. $4.7 million? 
Mr. Baker. That is right. 


SALISBURY AND DURHAM, N. C., VA HOSPITALS 


Mr. Jonas. What is the situation at Salisbury ? 

Admiral Boone. We will give you that report in a minute. 

Mr. Jonas. Do you have the same figures as to Durham? 

Admiral Boone. Yes, sir. 

Mr. Rosen. On January 25 at Durham there were 359 beds operating 
and at Salisbury 377. 

Mr. Jonas. 359 at Durham out of a capacity of how many? 

Mr. Rosen. 483 capacity at Durham. 

Mr. Jonas. And at Salisbury? 

Mr. Rosen. 973 total capacity and 377 beds operating at Salisbury. 
Durham is operating at 93 percent of its operating capacity and Salis- 
bury at 72 percent. 

Admiral Boonr. That is just coming in, you see, Mr. Congressman. 
It is on a gradation basis of staffing. 

Mr. Jonas. Are you having any trouble staffing Salisbury? 

Admiral Boonr. Much to our surprise and delight, not up to this 
moment. 

Mr. Jonas. How many psychiatrists do you have there? 
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Admiral Boonr. We have all categories of physicians, not just 
psychiatrists. 
r. ScHoen. We started with three. 

Admiral Boonz. We got some help from Winston-Salem when we 
started. 

Mr. Jonas. There are none available in Salisbury? 

Admiral Boonr. No; they have to come from the outside. 

Mr. ScHoren. We have seven physicians at Salisbury now. 

Mr. Jonas. Did you transfer them from other Veterans’ Adminis- 
tration hospitals? 

Admiral Boonr. It may have been done that way or by recruit- 
ment; we do it both ways. 


MANCHESTER, N. H., VA HOSPITAL 


Mr. Pures. The testimony last year indicated that 18 beds at 
Manchester were unoccupied because they were being held for psy- 
chiatric patients and you could not get a psychiatrist but had arranged 
with someone at Boston to do consultant work. 

Admiral Boong. That has never been able to be done, so we use it for 
general medical and surgery. There is no psychiatric waiting list in 
that area. That type of application, if filed at Manchester is shifted 
to other hospitals. We intend to restore NP beds to use for that 
category when we can acquire necessary staff. 

r. Potiures. That is a change of policy. 


INCREASE IN AVERAGE DAILY PATIENT LOAD 


You gave us a figure of 2.7 percent as an increase in the average 
daily patient load for fiscal year 1955 over fiscal year 1954. Does that 
confirm your figure, Commander Bigelow ? 

Mr. Bicetow. That is correct. 

Mr. Putts. Should not the same figure apply to the various 
requirements of the hospitals? Is there any relation between the 
2.7-percent increase—for instance, you have consultant and attend- 
ing requirements in 1954 of $10,017,000, and $10,016,000 for 1955, I 
am trying to get some relationship between your figures. Your con- 
sultants for the actual 5 months ending November 30, in round figures, 
were $3.6 million. On that basis the annual figure of your present 
expenditures would be $8.6 million. Yet you are asking for $10,016,- 
000 for next year. I cannot figure it out and neither can our staff. 
What you ought to be asking for is $9 million or $8.8 million. 

Mr. Bicetrow. That would not be enough money. 

Mr. Puriutrs. That is all you are spending. 

Mr. Bigetow. We have new hospitals coming in this year and in 
1955, sir, that change that picture. 

Mr. Putuirs. I fave allowed for an increased patient load. Tak- 
ing your own figures of patient load and translating them into this 
service, it looks like you have about $1.2 million or $1 million more 
than you will have any requirement for. 

Mr. Bicetow. There is a higher requirement coming in, sir. 

Mr. Puirures. I agree with you that there is a higher requirement, 
but why should there be a proportionately higher requirement than 
the patient load? I think there is $1 million you can save next year. 
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Mr. Bicetow. In consultants and attendants? 

Mr. Yes. 

Mr. Bicetow. We had $10 million this year for consultants and at- 
tendants and that is the same amount we have for next year. 

Mr. Pxuiuirs. We are not talking about the amount you had in 
the appropriation. You are not spending it now. I think you are 
taking an approximate figure for next year without, perhaps, making 
a careful analysis. 

Mr. Biarrow. We only had 5 months’ experience when we developed 
this figure. 

Mr. Pxiturps. The same thing applies to miscellaneous items like 
travel of beneficiaries and other costs which you estimate for next 
year at $18.2 million as compared to $16.5 million for this _ On 
the basis of your figures, the amount you should have asked for is 
$17 million. 

Mr. Bieetow. I do not think 5 months of experience is enough to 
reach a conclusion on. It must be kept in mind, that the first 5 
months of fiscal year 1954 represents a low period for the year. We 
are building up. These 5 months, consequently represent less than 
five-twelfths of cost. 

Admiral Boone. It is a lower period than the second period. 


STANDBY HOSPITALS 


Mr. Pritts. I will read you the names of six hospitals that have 
been discussed before this committee in the past : Louisville, Framing- 
ham, Fort Benjamin Harrison, Fort Logan, Chamblee, and Spring- 


field. Those were, the last time we talked about them, considered 
either standby or on the via of being designated standby hospitals. 
What is the status of those hospitals at the present time? 

Admiral Boonn. Fort Logan, I know, has not been a hospital for 
sometime. It has been standby for almost 2 years. 

Mr. three an: Have any of these hospitals actually been declared 
excess 

Admiral Yes, sir. 

Mr. Pups. Louisville? 

Admiral Boonr. The old one or the replacement ? 

Mr. Patties. The old one. 

Admiral Boonn. No. 

Mr. Framingham? 
Boonr. Yes, sir. The government of Massachusetts asked 

or that. 

Mr. Puitutrs. Chamblee and Springfield ? 

Mr. Scuoen. Framingham was declared to the Army and the Army 
turned it down. 

Mr. Stevens. Framingham is in the process of being declared. 

Mr. Pures. There is in the budget for some operation of these 
hospitals, $936,198. Should that not be removed from the budget ? 

Admiral Boone. I should like to see it removed. I do not think 
VA beneficiary money should be used to take care of hospitals we are 
no longer needing. 

Mr. Stevens. The Veterans’ Administration is required to give 
custodial care and protection for the first year after they are declared. 
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After that GSA may pick up the cost of it and reimburse us for it, 
but we still have to continue the custodial care. 

Mr. Purtires. Even after they are declared excess and turned over 
to GSA to be i of? 

Mr. Srevens. Yes. 

Mr. Putiuirs. Have any of these hospitals been declared excess 
more than a year ago? 

Mr. Stevens. No. The year will run out during this calendar year. 

Mr. Puitiies. Calendar year but not fiscal year ? 

Mr. Srevens. No, sir. 

Mr. Puixies. Will you then need $936,198 for next year? 

Mr. Scuorn. The law requires us to retain and provide custodial 
care 1 year after they are declared surplus. Fort Logan and Fram- 
ingham were not declared surplus. e would require $397,588 to 
carry those two stations as compared to the $936,000. 

Mr. Puitxres. Your budget should be reduced by the difference be- 
tween the sum of those two and the total ? 

Mr. Scroren. Should be reduced by $538,000. 

Mr. Puiurirs. I have the dates on which the hospitals were declared 
excess and turned over to GSA. Louisville was declared excess on 
October 30, 1952. 

Mr. Scnogen. That is right. 

Mr. Puuuirs. Fort Benjamin Harrison, June 30, 1953. 

Mr. Scnoen. That is right. 

Mr. Putiiies. Chamblee, January 15, 1953. 

Mr. Scuoen. That is right. 

Mr. Parris. Springfield, November 30, 1952. 

Mr. Scuoen. That is correct. 

Mr. Pututres. An adjustment can be made for those. What is the 
status of the two other standby hospitals? Could you use Fort 
Logan as a domiciliary ? 

dmiral Boone. There is a bill in Congress introduced by Senator 
Millikin and Senator Johnson to use it as a domiciliary. 

Mr. Priurrs. Is that a good idea? 

Admiral Boonr. We could use it, but it is not in accordance with the 
President’s program as declared by the Bureau of the Budget, both 
by Mr. Truman and President Eisenhower. 


CONTRACT HOSPITALIZATION 


Mr. Puumuies. Here is another matter about the cost of civil hos- 
pitals. Is there not an error in calculation ? 

Mr. Bigetow. Yes. 

Mr. Pumuirs. Page 271 of the justifications has the cost per day of 
putting a patient in a civil hospital as $11.29 in 1953, $11.28 in 1954, 
and $12.51 in 1955. Apparently the calculation of $12.51 was an 
error and has subsequently been corrected to $11.30. 

Admiral Boons. Yes, sir. 

Mr. Puiasirs. That should be changed to $11.30 per day, which is 
more reasonable. Does this make any difference in the total require- 
ments for fiscal year 1955 for civil hospitals? 

_ Mr. Scnorn. On page 268 the revised total, taking into considera- 
tion the arithmetical error, is $18,199,339. 
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Mr. Putiures. What does that make the reduction in the amount of 
the appropriation ? 

Mr. Baxer. $691,000 in round figures. 

Mr. Bicetow. Since this estimate was drawn we have had 6 months 
of experience in transferring these patients from those hospitals into 
our hospitals, and we now find that we will need 4,842 beds during 
1955, of which 1,620 will be in other Federal hospitals and 3,222 in 
ewil, municipal, and State hospitals. This will further reduce our 

ulrements for contract hospitalization to a total of $17,570,867. 
r. Puiiuirs. You mean that is the reduction ? 

Mr. Bieetow. Yes, sir; reduced to $17,570,867. That should be 

sufficient to carry the program during 1955. 


MOTION-PICTURE FILMS RENTAL 


Mr. Prturrs. You have an item on motion-picture film rentals in 
the hospitals. The requirements shown on page 261 indicate for 
fiscal year 1953, $1,371,162 in hospitals, and $138,882 in domiciliaries. 
For 1954, $1,496,000 in the hospitals and $107,700 in the domiciliaries, 
For fiscal year 1955 the figure is shown as $1,311,100 in the hospitals 
and $138,900 in the domiciliaries. I have a figure of 12-percent 
decrease in requirements for hospitals for fiseal year 1955 under fiscal 
year 1954. Is that an accurate figure ¢ 

Mr. Scnoen. There is no contemplated reduction in the number of 
oe and so on as yet. The program has not been revised down- 
ward, 

Mr. Putturs. This is a program which this committee has for 
some years looked at with a questioning eye based on the fact we 
did not used to pay anything for that service; it was provided by 
auxiliaries, the motion-picture people, and sources like that. 

Admiral Boonr. Mr. Chairman, we are going to reduce this under 
the new system of supply. We are reducing a lot of the large films 
to small millimeter films, and I know we will make a sizable saving. 

Mr. Putuures. What will that sizable saving be? 

Admiral Boone. Off the record. 

(Discussion off the record.) 

Mr. Puuuies. You apparently are paying ordinary commercial 
rental rates, or do you get a special rental price? 

Admiral Boonr. I cannot answer that question with positiveness 
as I have just moved into this zone of supply in this reorganization, 
and I do not know. But I think we get a special rate on films like 
on some other items or services. 

Mr. Prius. It might be a good idea for you to put someone on 
running down the situation. 

Admiral Boongz. May I put information on that point in the record? 


Mr. Puturrs. Yes; we will be = to have it. 


(The following was submitted later :) 


Comparison of VA film rental costs with those of commercial (or Army) the- 
aters is difficult because the methods of computing costs are different. VA plays 
prerelease features at a flat rate, e. g., $18 per day for a black and white feature. 
A commercial theater playing prerelease or first or second-run would pay a 
percentage of gross income, e. g., 30 or 40 percent. 

For example, any commercial theater other than last run, showing the black 
and white feature From Here to Eternity to 1,000 patrons for a day at an average 
admission fee of 75 cents would pay as rental 40 percent of $750, or $300. VA 
would pay $18 for 1 day regardless of the number in attendance. 
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OPERATING SUPPLIES FOR DOMICILIARIES 


Mr. Putuuips. I have an item on page 266 for operating supplies 
for the domiciliaries, showing for fiscal year 1954 $700,970, and the 
estimate for 1955 $795,850, which is a very much larger increase than 
is indicated by any increase in the domiciliary load, which you indi- 
cate yourself 1s less than 1 percent. How can you justify a 12-percent 
increase in the cost of operating supplies on an increased load of 1 
percent ? ; 

Mr. Scuoen. Concerning the scope of this object, you will note 
for food and domiciliary rations there has been a decrease from ap- 
proximately 79 cents to some 72 cents in the budget, and that this 
item, while the appropriation is in total similar to what it was last 
year, there has been a shifting from food into these items—— 

Mr. Puitiirs. Where was the food charged last year 

Mr. ScHoENn. The food is currently being charged as food. The 
1955 projection in this budget reflects a decrease of approximately 10 
percent, from 79 cents to 72 cents, although the total figures are the 
same. in order to get to the total for the appropriation it was neces- 
sary to create a balancing figure. That is what it is. 

Mr. Puuuirs. Break down this food cost because that is not clear 
tome. Under the new idea of purchasing some of the food supplies 
locally you have to set up a guesswork figure for next year? 

Mr. Scuoen. There was an overall figure by appropriation that was 
arrived at. The President’s budget provided 72 cents for rations as 
compared to 79 cents, which was the original figure that was projected, 
and therefore when the ration figure was cut there was a distribution 
among other objects. 

Mr. Puttures. You still think it will cost 79 cents? 

Mr. Scuoen. That is current experience and the question is whether 
the cost of food will decrease 10 percent, roughly, in the next year. 

Mr. Puutirs. I think I can show you how to reduce it a little bit 
before we get through here, but to come back to your particular 
figure, what enters into this cost, all the food for domiciliaries or 
just perishable food ? 

Mr. Scuorn. All foods. 

Mr. Puitxies. The 79 cents is reflected in the total of the operating 
expenses which comes to $795,850 on page 266? 

r. Tuomas. Is that figure just for the cost of food? Are any 
wages or salaries included ? 

Mr. Baxer. It is the cost for all raw food. 

Mr. Puuuirs. Either supplied from warehouses or purchased 
locally ? 

Mr. Baker. That is right. 

Mr. Puuurrs. I do not think that answers my question. How do 
ou get that increase if the actual domiciliary increase is so small? 
t seems that figure could have remained the same as this year, 

$700,970. 
_ Mr. Baxer. The actual for fiscal year 1953 was $790,742. We be- 
lieve the figure for 1954 is too low. 
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PRINTING AND REPRODUCTION 


Mr. Putures. How about ag printing and reproduction cost on 
page 42 of the justifications! The Printing Office had a reduction, 
presumably made after you made your figure. 

Mr. Baker. Yes, sir. 

Mr. Puiiies. What is that reduction? 

Mr. Baker. Three percent. 

Mr. Puiturs. That is $50,000. 


CONSOLIDATION OF FOOD PURCHASING AND WAREHOUSING BY GSA 


Mr. Pirm.1rs. When we recessed the morning hearing, I was just 
about to ask, if I recall correctly, about the warehousing and trans- 
porting of foodstuffs. The Veterans’ Administration has 3 depots, 
1 in Wilmington, Calif., 1 in Chicago, and 1 in Somerville, N. J. 
From those points the Veterans’ Administration supplies all of its 
hospitals; is that right? 

Commander Bieriow. Yes, sir; that is correct. 

Mr. Puiirs. There has been some discussion—and that was what 
T was asking you about, Mr. Higley, before we recessed—of whether 
it would not be cheaper for you to notify GSA what food you 
wanted and let them buy it, warehouse it, and supply you from its 
12 depots at a saving estimated at $1 million in transportation cost 
alone, even if the same prices were paid; and by buying for the other 
agencies using food, in addition to yours, a better price might be had. 
But taking it only on the basis of transportation cost alone, there is 
an estimated possible saving of $1.2 million in transportation costs. 

I think you have had some correspondence with Mr. Mansure of 
the GSA on that subject. Have you come to any conclusion on it? 

Mr. Hieitry. No; we have come to no conclusion. There are two 
factors involved : One is the economics of the situation and the other 
is the nutritional planning for hospital care. 

Mr. Puiuies. I think we should say, perhaps, this refers almost 
entirely to nonperishables, because you yourself have established the 
new policy of letting the local manager buy a good deal of his perish- 
able stuff locally. So this would be nonperishables. You cannot say 
it makes any difference at all from the standpoint of the food value 
for you to say what you want. You have to send an order to the 
processor, the supplier, or the wholesaler saying what you want for 
the patients, no matter where you get it; so you might just as well 
send the same order to the GSA. 

Mr. Hietry. What we will have to do is to make a real study as to 
what the savings might be. There seems to be quite a divergence 
of opinion as to whether the savings are actual savings. On a good 
many items, the reports that come to me would indicate that in many 
instances it costs more to get it from the GSA than buying it as we 
have been doing. It is one of those things we have been studying 
continuously but have difficulty to get a meeting of minds, 

Mr. Putures. This committee has heard before about studies that 
are being carried on contiuously. We would like studies to be brought 
to a conclusion. 

T have here a statement, and I am trying to find out who made it. 
Are you aware of who made a statement which came from the GSA 
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and was forwarded to you, making this estimate of $1.2 million in 

savings? Who made that, Commander Bigelow? 

Admiral Boone. It was made by Mr. O’Neil, I think, who was head 
of supply in the old organization. 

Mr. Puiures. The old organization of VA or GSA? 

Admiral Boonr. VA—in collaboration with GSA ? 

Mr. Hicrry. Is that O’Neil’s statement? You just indicated that 
was O’Neil’s statement. 

}- ee Boone. No. He made the study in collaboration with 
Mr. Hiertey. The chairman’s question was who made this statement. 
Mr. Putuies. I will read from it. He estimated a potential annual 

saving of $1.2 million, and the way he determined the saving was if 
the VA and the GSA consolidated their warehousing and distribution, 
it would enable volume purchases from canneries and packers instead 
of wholesalers, jobbers, and retailers. The margin between those two 
is estimated to run about 15 percent. He says the GSA utilizes pack- 
ers and canners to a limited Senee and this would offer consolidated 
purchases. He says they would make a further reduction if bought 

f by GSA, and that would help the taxpayer. He says of the $76,571,189 

x ot agency purchases direct from vendors, 76 percent comes from job- 
bers and so forth. 

i Boiling it all down, we get 40 percent of nonperishables that are 
; subject to a 15 percent saving if consolidated, and this actually comes 
to about $1.6 million, but they have used the figure of $1.2 million by 
just reducing it to that figure. 

In addition to that, there is a potential saving on shipping costs if 
they warehouse in 12 depots all over the United States and you ware- 
house in 3. 

How soon is your continuing investigation of this going to come to 
some conclusion ? 

Mr. Hietry. Who is working on that? 

Mr. Bicetow. Mr. O'Neil. 

Mr. Hietry. Would you like to have us call him down here? 
Mr. Puiurrs. Have him down tomorrow morning, if you will. 


OPERATING SUPPLIES FOR DOMICILIARIES 


Now I come back to this matter Mr. Schoen was trying to con- 
vince me of this morning before we recessed—this cost of food. It isa 
matter of about $795,000 for the cost of food for domiciliaries, 
and you seemed concerned, Commander Bigelow, that is not going to 
cover your costs, and Mr. Schoen thinks this committee more or less 
arbitrarily figured a setup which may cover it. Am I right? 

Mr. Scnoen. That is right. It is the amount of money involved for 
subsistence in the domiciliaries, which allows 72 cents for food per 
day per domiciliary member. 

Mr. Puiurps. You wanted 79 cents. 

Mr. Scrroen. It is 79 cents currently, and if the cost-of-living index 
does not take a corresponding turn which permits us to procure food 
at 10 percent less than we now are paying we are going to have to 
cut the amount of food served. 
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Mr. Pures. You could get either the 10-percent reduction by 
the process of buying it cheaper or the general costs going down every- 
where. I would suggest again that you might do well to investigate 
the GSA purchasing for you. 

Mr. Scuoen. On that point, the actual percentage of food they 
are talking about in GSA is less than 10 percent of the total amount 
we buy. And a study of food distribution shows that 90 percent, 
roughly, is commodities—meats, milk, and other perishable items— 
that have to be purchased locally, and the type GSA is talking about 
is the type we now buy through bulk contract directly from the 
canners. 

Mr. Puiurs. They estimate that about 40 percent of the general 
purchases, including yours. 

Mr. Scnoen. As far as it pertains to the VA, it is approximately 
10 percent. This budget was prepared to reflect the appropriation 
total. Now, when the reduction was made in food, then there was a 
sum of money left over to make up the total that was evidently agreed 
on as the appropriation figure. Therefore, when you decrease the 
amount of money in rations, you have to put it in some place, and it 
was put in here. 

Programwise, the amount in this budget enables us to carry on at 
approximately the same level we have now in domiciliaries. 

Mr. Priuirs. You were discussing the same subject last year, if I 
remember, and then you came in and made a 5-percent reduction in 
the cost of food before we marked up our bill. 

Mr. Scuoen. These are actual costs to which I am referring— 
actual costs reflected now—and there has not been any change in the 
cost-of-living index; that is, in the procurement of the things when 
we buy them. Prices have not reflected any such decrease to date. 

Mr. Putuuies. What is the difference in your buying costs since 
po managers have been given more responsibility for the buying 

Mr. Scnoen. They have always had authority to buy locally. Actu- 
ally procurement policies have always enabled them to procure about 
90 percent of their commodities locally. I am talking in terms of food 
only, not the other supplies. At no time in the past, for the past 5 or 6 
years that I have been associated with this food program, has there 
been any time when they have not procured about 90 percent of their 
reanirements locally. 

Mr. Putrxirs. Is there any possibility, with the local hospital man- 
ager having the responsibility on his own shoulders, that they will 
be a little more careful both as to purchases and use ? 

Mr. Scnoen. In reference to that question, management of food 
has been studied verv carefully, and they do have a good food-waste 
control program. That is an element of local management. 

As far as procurement goes, local procurement specifications are set 
and have been set and the manager still has to comply with those 
specifications as to quality. 

Mr. Paruies. Sup you are right and you cannot provide the 
same standard of food for domiciliaries in fiscal 1955, for the figure 
— ne = would you do—transfer from the other hospital funds 
to this fun 
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Mr. Scuoen. With regard to the appropriation for domiciliaries as 
presented to the committee, you realize that all domiciliaries—all ex- 
cept three—operate in conjunction with hospitals. 

r. Potuirs. They do right now? 

Mr. Scuoen. They do—all except three. 

Admiral Boonz. Medford, Oreg.; Clinton, lowa; and Thomasville, 
Ga. 

Mr. Pairs. It seems to me it would be very desirable that they 
all operate in conjunction with hospitals. 

Admiral Boone. I think it would be an infinitely better program 
if they were associated with hospitals. And, right along your line of 
observation, this would apply to the intermediaries and different other 
facilities, too. 

Mr. Scuorn. Continuing on the same point, the projection of costs 
does not reflect in this appropriation submission all of the costs of the 
domiciliary program ; because, in the year when this was made, we were 
on an obligation basis in our accounting system. 

Mr. Tuomas. I am afraid our distinguished friend is making a 
mountain out of a molehill. In the final analysis, that is a lump sum 
appropriation for the domiciliaries and there are no strings attached 
or any limitation in the appropriating language and he can shift those 
funds as he sees fit. 

Mr. Scuoen. I agree to that; but the point I had in mind was the 
fact that we have here the question was why we needed $795,000. I 
believe the proposal was to cut that sum, and the point I made is we 
require the total in the domiciliary program; but if you start cutting 
funds out—— 

Mr. Tuomas. We are not cutting funds out. It is a lump sum 
appropriation and when you get it you can use it as you see fit. It is 
for you to stay as close to the justification as you can; but the reason 
it is not earmarked any more definitely than that is to give you that 
latitude. - 

STUDY OF HOSPITAL OPERATING EFFICIENCY 


Mr. Putiires. I have here a study on the maintenance and operation 
of arene This, to me, is a very interesting industrial study as 
applied to hospitals. I am going to try to make this brief and then 
develop it by questions. 

First of all, the hospitals are listed on the basis of their actual cost 
per day per patient and then, out of the entire number of hospitals, 
84 hospitals are taken as being above a point which has the same 
factors involved in them, as you might say, the hospitals we were 
talking about this morning, Iron Mountain, Marlin, Dublin, and so 
forth, about which you could raise the question of geographical loca- 
tion or something of that kind. The 84 hospitals that were taken as 
_— representative and without confusing external factors, are 
divided into 4 groups—the first 25 percent, the second 25 percent 
the third 25 percent, and the fourth 25 percent. 

I should say for the benefit of everyone that this is a common in- 
dustrial practice of comparison of any of the factors involved in busi- 
ness to see whether, shall be say in this case, the hospitals are operating 
ina comparable way from an efficiency standpoint. 
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The results then show on this sheet that if we take the first 25 per- 
cent of them all—that would be 21 hospitals—we find a rather curious 
thing at the start. Entirely by coincidence, each of those hospitals 
has an operating ratio of 86 percent; that is, 86 percent of the beds 
are filled, Then we find an interesting thing which does not affect 
the cormmittee’s figuring as much as it should affect yours, Mr. Higley ; 
that is, of the first 25 percent of them, 50 percent of them have lay 
managers. That is, a lay manager evidently is operating his hospital 
a little more efficiently than the medical manager. 

Admiral Boone. f woald not like to accept that from the phy- 
peice standpoint. From a dollars and cents standpoint, that may 

right. 

Mr. Puiuies. Maybe the physician has other things on his mind 
than operating the hospital. 

Admiral Boonr. He has the care of the patients. 


POSSIBLE SAVINGS INDICATED BY STUDY OF HOSPITAL OPERATING EFFICIENCY 


Mr. Priuiies. Age distribution is involved in here, and I am going 
to ask some questions on that to bring out some points in a moment; 
but jumping over to the conclusions to be drawn from this study which 
necessarily was done reasonably rapidly when it began to develop, I 
asked the task force to bring us a report so that we might have it in 
time for the hearing. It is this, that if you took the first 25 percent 
of the group and compared them with the last 75 percent of the 84 
hospitals and it were possible to bring the last 75 percent up to the 
efficiency of the first 25 percent, you would have a possible saving 
of over $39 million. Obviously that cannot be done. I mean you can- 
not bring the bottom 75 percent up to be equivalent to the first 25 

reent. 

Peso you take the second study, which is to take the first 50 percent 
of the group and compare it with the remaining 50 percent. Then 
you draw a median line at 50 percent and say “Now, if we could raise 
all of the group under the line up to the efficiency of those above the 
line, we would have a possible minimum saving of $23 million.” Then 
if you say that is a little too much to do, then at least we should try 
to raise the bottom 25 percent up the efficiency of the top 75 percent. 
And even there you have a minimum possible savings of $11 million. 
That is in G. M. and S. hospitals entirely. 

Now, take the NP hospitals, of which there are 34 in the study. 
Doing the same thing, we find if you could raise the bottom 75 per- 
cent to the efficiency of the top 25 percent, you would have a saving 
of 21 million; if you could just bring the lower 50 percent to the 
efficiency of the top 50 percent, you would have a saving of $16 mil- 
lion; and if you could bring even the lower 25 percent up to the 
efficiency of the top 75, you would have a saving of $9.8 million. 

Then we have a study on some TB hospitals. Taking 19 of them 
and going through the same four divisions in the ground, you have 
possible savings of $4.8 million, which we will say is excessive, but you 
could certainly have a saving of $2.5 million to $1,750,000 by just 
bringing the efficiency up. 
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TNDEXES TO BE TAKEN INTO CONSIDERATION IN STUDY OF OPERATING 
EFFICIENCY 


The most curious thing is, I should say, there were removed from 
the list a great many of the beautiful hospitals whose occupancy rate 
was less—75 percent less—but the interesting thing is this—and I 
may bring it out with these questions which I will direct to Com- 
mander Bigelow—if we attempted to make a cost analysis study and 
efficiency study of the variations that enter into the per diem cost of 
Veterans’ Administration hospitals, I am suggesting for indexes an 
operating ratio, whether they are operated by lay managers or medical 
managers, and then at various times, especially under Dr. Boone’s 
predecessor, we heard about affiliation with teaching schools and addi- 
tional cost of old hospitals, and salaries. Can you think of any others? 

Mr. Biertow. There is the distribution of patients of different types 
that would have to be considered also. 

Mr. Pures. Any others? 

Mr. Bigetow. Of course, this does not measure quality. We would 
have to set it up with a companion index for quality against each one of 
the factors you mention as administrative factors. 

Mr. Puiuires. You want to put in the distribution of patients? 

Mr. Bicevow. By type. 

Mr. Puriures. How much of a further distribution would you want, 
except between the three types of hospitals? 

Mr. Scuorn. Lebanon is in the top group, and the NP hospitals 
actually have a large segment of G. M. and S. patients in the hospital, 
and the classification of the hospital does not necessarily indicate the 
type of service that is being rendered. 

Mr. Puiures. You mean there may be more G. M. and S. or less 
NP’s in the different hospitals? 

Mr, Scooren. Lebanon is one of the top cost N. P. hospitals. They 
operate a large segment of G. M. and 8. beds. 

Mr. Putuies. That is a good point. I do not understand how it 
got classified as an N. P. when it had a large number of G. M. and S. 
patients. 

Mr. Scuoen. All hospitals—not all, but most of the hospitals—do 
have the different patients in them; like Manchester did have pro- 
visions made for N. P. beds. In others we have NP’s, TB’s, and 
en M. on S. although the hospital basically is called a G. M. and S. 
ospital. 

r. Puiurrs. That is two more factors that appear to enter into 
it. Will you accept the five I gave you—Operating ratio, lay or 
medical manager, affiliation and age of hospital, and then I think 
we should put in somewhere the salary schedule compared to private 
hospitals or anything else. If that is so and you look at your chart, 
you will agree with me that the extreme variations in those per diem 
salary costs and the costs we have here cannot be explained by all of 
those in total. I mean there would be variations in those. 

Now, we have the per diem cost figure, which is the second column 
from the right, and I think we will all agree that is a fair criterion 
to start an investigation of the conclusion we are trying to reach, that 
is, some method of comparison between the hospitals so we can ‘say 
to one manager “Look where you are on the list” compared with 
somebody else. That is what we are trying to work to. 
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How long has this cost figure been made up? It is not a new 
comparison. You have been using this for a good many years. 

Mr. Bicetow. Not the revised system. The revi cost system 
went into effect the ist of July last year, but we have had a cost 
system of sorts for several years. 

Mr. Puiires. How would this column differ from the old ones— 
in any material way? Actually the July 1 change was a minor one; 
you have been keeping per diem cost figures for 20 years. 

Mr. Biertow. At this time we could not say. We are only 6 months 
through the present fiscal year. 

Mr. Puiiies. We assume, whatever the experience of the Veterans’ 
Administration is, it is a figure we can start working with ¢ 

Mr. Scnoen. Yes; it is. 

Mr. Pures. Now we come to setting up an index of some kind, 
and again I assume one of the major items under service would be 
the waiting list. 

Mr. Bicetow. That would be one. 

va Puitures. Then the extent and quality of the residency pro- 

am 
BiaeLow. Yes, sir. 

Mr. Puitups. The training program ? 

Mr. Bicetow. Yes, sir. 

Mr. Puituirs. The vocational counseling ? 

Mr. Bicetow. Yes, sir. 

Mr. Puiiies. Foster home care and perhaps, Doctor, you would 
want to put in cardiac care and paraplegic care? 

Admiral Boonr. Rehabilitation generally. It is a big program. 

Mr. Puitires. What would be your next? 

Admiral Boonr. There are a lot of variables in a study of this sort, 
particularly on the quality side. 

Mr. Patiirrs. But when you take all of these variables in any sta- 
tistical index, you finally come up with a total index, and that is the 
basis for comparison. 

Admiral Boonr. You have to consider in this study factors other 
than quality; whether the plant makes its own steam or somebody 
else, whether it has a laundry or not. There are a number of factors 
that must be considered, such as the variation in the physical plant. 
Communication, transportation, and all of those factors. 

Mr. Pritties. We have thought at times that, the higher the patient 
load, we would have a material change in the cost. 

Mr. Scuoen. That is right. 

Mr. Putts. But that does not come out on this sheet. 

Mr. Briaerow. That does not hold true. It depends upon the mis- 
sion of the place. 

Mr. Putiutps. Also the age of the hospital? 

Admiral Boonr. Yes, sir. 

Mr. Parties. That does not work out in the chart. It does not 
show the difference you might expect to see as between a new hospital 
and an old hospital. 

Admiral Boont. Your fire protection program is a factor, too, in 
the old hospital as against a new one which is fire resistant. 

Mr. Brertow. While those factors are there, you still would not 
know whether you would have others in the index there somewhere . 
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Mr. Puutuires. If we take the factors I mentioned of the number 
of patients or the age of the hospital, we find them equally distributed 
between the number of samples, which therefore rules them out as 
being something that weighs in the scale one way or the other. 

Mr. Scorn. Except for size—40 percent of the beds are actually 
in that 25-percent group, under G. M. and S. hospitals, so that that 
indicates the size of the hospital to some extent has an effect on the 
cost. At least, if you were judging from this index, you have 25 per- 
cent of the hospitals in number and 40 percent of the beds. So hos- 
pital size is a factor. 

Admiral Boonr. Another factor is that the older hospitals cost 
about twice as much to maintain as the new ones. 

Mr. Putuirs. It does not prove out on the sheet here. 

Admiral Boonr. Mr. Stevens just whispered that to me; he is the 
engineer. 

Mr. Puiurs. I do not believe Mr. Stevens can sustain that point. 

Mr. Bicetow. Not on the index basis, but the older hospital costs a 
lot more for maintenance and repair than does the newer plant. 

Mr. Pamures. It does not show on the index, which is one of the 
interesting things. There is a slight weight between the operation of 
lay managers and operation with doctors. If there is any weight at 
all, the weight lies with the benefit of the lay manager. 

Admiral Boonr. From the standpoint of the pure economics of 
administration. 

Mr. Patiuies. The cost of operation ? 

Admiral Boonr. Yes; but it has to be balanced against other factors. 

Mr. Puturs. Now we come to another interesting thing which we 
have not talked about so much recently; that is, hospitals that are 
affiliated with medical schools. Surprisingly, in your G. M. & 8S. hos- 
pital there is practically no difference in cost of operation of the hos- 
pital whether they were 73 percent affiliated, 72 percent, 50 percent, 
and 73 percent again is the lowest group. In other words, your prede- 
cessor, Dr. Boone, used to suggest to us that it would cost more to put 
these near medical schools, cost more in services, more time, and so 
forth. But it does not prove out here. In other words, we will rule 
that out as a material factor in the study. 

It also is about true for the NP’s and TB’s, but I am not going to 
mention them in detail, because I think if we get the G. M. & S. we 
get the picture clearly enough to apply to the other hospitals. 

In the age distribution of the hospitals, you would think there 
would be an increase in cost commensurate with the service of the new 
hospital, but in these hospitals we find the age — spread all the 
way up and down through the study. So we are boiling it down until 
we come to the conclusion that it is almost entirely management. I 
have read you the possible savings figured purely with a pencil, with- 
out any of those other factors that come into it, all the way from 39 
down to 11 million dollars in the G. M. & S. hospitals; from 21 to 9 mil- 
lion dollars in the NP’s and from 5 to 1.75 million dollars in the TB’s, 
and we boil it down to the fact there is no significance in the operating 
ratio; there is a slight significance in the lay or medical manager; 
there is no significance of any affiliation with teaching schools and 
very little significance in the age of the hospital. Am I right? 

- Mr. Bicetow. Yes, sir; that is correct, according to the table you 
ave, 
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Mr. Pumps. Therefore, we have nothing left except the actual 
ae of the hospital by its manager. And here is an interest- 
ing thing. We ran over this very hurriedly, because I think this 
should be taken and given a very thorough study by your people, but 
we find on the last chart a comparison of the occupancy rate with the 
per diem cost for salaries has no direct relation; that is, the scale 
varies back and forth with every one of the hospitals, and in develop- 
ing the second chart “Comparison of occupancy rate with per diem 
cost of salaries, fiscal year 1953, neuropsychiatric hospitals,” and 
chart 3, “Tuberculosis hospitals,” it shows that there is no unity, no 
consistency in the salary rate; seemingly this chart could be taken as 

roviding incentives, perhaps, and by providing comparisons as any 
industry would do, you can bring your lower 50 percent up much more 
nearly to the average cost of the upper 50 percent. 

We would like you to take these dante and work it out, but we also 
would like to make a little profit on it. 

Admiral Boonr. May I make a general observation ? 

Mr. Pures. Yes. 

Admiral Boonr. I was very much intrigued with this study when I 
saw it last week for the first time. It impresses me as a study of merit, 
and from the initial evidence produced indicates that it should be pur- 
sued for a sufficient ror of time to develop a sound basis upon 
which operational procedures should effectuate economies, provide 
subsequent studies give support to this early belief. I cannot conclude 
that the study made over a very brief period of time could establish 
such a basis. I can only surmise that it gives an index to what might 
be ible of accomplishment. 

n evaluating any such study, reliance must not be placed solely 
on accomplishment predicated upon economic interest, in dealing with 
service to patients, the guiding principle must be quality and pro- 
fessional requirement of service. I am most sincerely interested in 
providing the highest standard of medical care at the lowest possible 
cost and, while I am vitally interested in economy of operation, as a 
physician, patient care must not be placed in jeopardy by blind adher- 
ence to economic pattern. 

It is realized that the cost index study has of necessity been hasty 
and is definitely incomplete. Considerable time will be required to 
pursue this study. I intend immediately to cause an evaluation to be 
undertaken. I have already taken steps to appoint a committee to 
go into this and I will impress on the staff at each hospital the neces- 
sity to see what can be developed. We cannot apply any reduction 
in cost without being certain that the primary objective of providing 
the best in medical care for veterans is assured. 

But I do appreciate this initial work and hope it will bring forth 
something for strengthening better operation. 

Mr. Prius. I am glad you brought up one point, because there 
is no conflict—nor has there ever been—on the point of the value of 
the services. All of this is predicated upon the fact it will be possible 
not only to furnish the same type of service but in many instances 
to furnish better service; because if you can bring up the value of 
service in the lower 25 percent of the hospitals, which obviously is 
not good from the veterans’ standpoint, to what it is in the top 75 
percent and can do thot without increasing the cost of the hospitals, 
then it seems to me the Veterans’ Administration would be extremely 
anxious todo so. Do not you think so? 
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Mr. Hietry. Except when you say the lower 25 percent give poorer 
service. I do not know that you can say that. They are spending 
more money, but the service may be excellent. I do not know that 
you can say that the amount of money spent is directly proportional to 
the kind of service given. 

Mr. Pures. I think that is subject to investigation. I think if 
we both understand that this is predicated upon no reduction in the 
value of the service, I think the members of this committee who have 
visited hospitals might perhaps argue with you a little bit as to 
whether the hospitals have equal service and so forth, and give equal 
value of service to the veterans. I think if you will take that as a 
basis, then we have no argument between us except to try to save 
some money for the taxpayers and still give the same kind of service. 

On that basis, it seems to this committee perhaps you might be 
willing to do this: Last year we gave you Sa million, and you 
obviously have not spent all of that money, although you may be able 
to come up to the average before the end of the year and, next year, 
with variable factors in the cost of the hospitals working in your 
favor, you might say you could operate the beds for next year without 
any increase in the amount of money you need, instead of asking us for 
$6 million more. You might say this study has shown you how you 
can operate the beds for the same amount of money you have done 
with this year, instead of our suggesting you save 4 or 5 times that 
much. Do not you think that is a fair statement of the possibility ? 

Mr. Hictry. I would have to let these gentleman answer that. 

Admiral Boons. I think we need time, Mr. Chairman, to develop 
those factors. 

Mr. Putuures. We are showing you a possible saving of about $30 
million. Now, if we suggest that you meet the taxpayer one-fifth 
of the way and withdraw your request for an additional $6 million, 
- aon seem very hard to do? Cannot you do that, Commander 

igelow 

r. Bigetow. May I make one observation before I answer that? 
In compiling the 1955 budget we reduced the average cost per bed 
$86 under the funds available for this year. That in itself is approxi- 
mately $10 million. We must have some allotment leeway; we cannot 
always get $1 spent for each $1 allotted. It will be rather rough 
sledding to try to maintain the patient load of 105,100. 

Mr. Puiturs. For the $555 million? 

Mr. Yes, sir. 

Mr. Anprews. You figured on that this year? 

Mr. Biertow. That is this year. We have 2,730 more patients per 
day next year than we have this year. 

Mr. Pxicires. Even with a potential saving of $30 million, limit the 
saving to the $6 million difference. 

Mr. Bicetow. Well, we have already made some effort. 

Mr. Putures. All you would have to do would be to bring up the 
bottom 10 percent to the average of the higher 90 percent to get a 
saving of $6 million. 

Mr. Bigetow. Yes, sir; and we have 5 months in which to do it. 

Mr. Puts. No. This is for next year that we are talking about. 

= Bicetow. We would have to adjust that patient load to the $555 
million. 

Mr. Pixies. You have 5 months as a running start. We are not 
taking anything back from you, and in the following 12 months all 
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you have to do is to bring that 10 percent up to the average of the 90 
reent. 

eer. Bierrow. I agree we have 17 months in which to accomplish the 

total end result, but we have only 5 months to get the thing under way. 

We should have it ready by the Ist of July. 

Mr. Hiatry. In other words, if we are not ready at the beginning 
of the year, we would then have to go away below what you are sug- 
gesting in order to come up with the average by the end of the year. 

Mr. Bicgetow. That is correct. 

Mr. Puitires. When you were in private business, were you not very 
well satisfied with a 5-month running start before you had to make 

r. Hictey. The program is excellent, but it is so very new. We 
have not seen the material until today, and it is pretty hard to pin us 
down to a promise based on that until we have seen all of the elements 
involved. 

Mr. Pures. There is the situation, and I think the other mem- 
bers of the committee will agree with me that we have reached the 
point in expenditures for veterans’ benefits and with the increasing 
number of veterans we have to take advantage of every possible means 
toward increasing efficiency or maintaining efficiency and decreasing 
the cost factor. This appeals to those of us who have seen it as being 
a very reasonable way toward saving a good many millions of dollars, 
and we were suggesting to you that you might be willing to keep your 
cost of operation of hhompitae at the same figure as last year. 

Mee ink it over, and we will ask you again before we mark up 
the bill. 

(The following letter was submitted to the committee later :) 

VETERANS’ ADMINISTRATION, 
Washington 25, D. C., March 15, 1954. 
Hon. Jonn 
Chairman, Subcommittee on Independent Offices 


of the Appropriations Committee, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Paruiips: With further reference to our conversations with you 
concerning our budget for the fiscal year 1955, this will confirm the opinion of 
both the Chief Medical Director and mvself that the sum of $598,127,000 will be 
adequate to provide for an average of 127,000 hospital and domiciliary patients 
per day in Veterans’ Adminisiration and contract facilities. In this opinion, it 
is understood that the present standards of medical care must be maintained. 

The above opinion is based, first, on the understanding that the exi: ting appro- 
priations, fiscal year 1954, for ‘Maintenance and operation of hospitals,’”’ ‘“Con- 
tract hospitalization,’ and ‘‘Maintenance and operation of domiciliary facilities,” 
will, for fiscal year 1955, be combined into a single appropriation for inpatient 
care; second, that the appropriation language be amended so as to 1elate the 
amount of the appropriation to a total average dailv patient load for hospital 
and domiciliary patients rather than an average number of operating beds; and, 
third, that current operating experiences to date indicate a small reduction in the 
estimate for fiscal vear 1954 made 10 months ago. 

This action has the concurrence of the Bureau of the Budget. 

Sincerely yours, 


H. V. Hrerey 
(For the Administrator). 

I see no holes in this study. I see only variations or variables or 
imponderables; but I see no holes in it. Mr. Schoen, you had better 
work on these graphs and see if they can be converted into tabular 
form to be put in the hearings along with the other tables of this study. 

(The data referred to above is as follows :) 


Study of maintenance and operation of hospitals 
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Comparison of occupancy rate with per diem cost of salaries, fiscal year 1958 
VA GENERAL MEDICAL AND SURGICAL HOSPITALS 


Salary seg- | Per diem 

Occupancy ment of | costs exclu- 
rate sive of 

salaries 


Marion, IIL. 
Phoenix, Ariz--.-- 
Houston, Tex 

Coral Gables, Fla 
Albuquerque, N. Mex 
Minneapolis, Mira 
Biloxi, Miss 
Mountain Home, Tenn 
Brooklyn, N. Y 
Albany, N. 

Bay Pines, Fla 

San Juan, 

Portland, Oreg 
MeKinney. Tex 
Fayetteville, N. C 
Alexandria, La.....-.----------- 
Seattle, W 

Long Beach, Calif 
Nashville, Tenn 
Dayton, Ohio 
Wadsworth, Kans 
Aspinwall, Pa 
Bronx, N. Y 
Saginaw, Mich 
Oakland, Calif 
Providence, R. I 
Washington, D. C 
Fort Thomas, Ky 
Louisville, Ky 
Dwight, 
Wilmington, Del 
Altoona, P: 

Denver, Colo 
Dearborn, Mich 
Spokane, 

Memphis, 
Muskogee, 

New Orleans, La, (new). 
Jackson, 
Hines, 
Columbia, 8. C 


~ 


95. 
95. 
93. 
92. 
92. 
92. 
92. 
92. 
92. 
92. 
91. 
90. 
90. 
90. 
89. 
89. 
89. 
89. 
88. 
88. 
88. 
88. 
88. 
87. 
87. 
87. 
87. 
196. 
87. 
87. 
87. 
87. 
86. 
86. 
86. 
86. 
85. 
85. 
85. 
85. 
85. 
85. 
84. 
84. 
84. 
84. 
84. 
84. 
84. 


Richmond, Va 
Montgomery, Ala 
Reno, N 

Buffalo, N. Y..-- 
Temple, Tex 
Cheyenne, Wyo_. 


San Francisco, Calif 
Little Rock, Ark 
Vancouver, Wash. 
Wichita, Kans_ 


is 


Lake City, Fla 

Iowa City, Iowa 

Boston, Mass 

Newington, Conn 
Manchester, N. H 

Wood, Wis 


Martinsburg, W. V; 
Atlanta, Ga 


' Not classified in proper sequence on chart. 
41872—54— pt. 2-35. 


| 
operat 
beds 
$19. 00 $15. 50 
CEP 23. 90 19. 06 
19. 43 15, 32 
19. 58 15. 61 
17. 68 14.04 
20. 95 16. 92 
| 20. 12 17. 52 
11. 5z 9.34 
} 19. 82 15. 94 | 
17.04 13. 33 = 
ee | 16. 32 13. 54 
25. 97 21. 52 
| 20. 65 17. 24 
18. 06 14. 56 
} 16. 45 13.70 
17.90 15. 37 
24.71 20. 24 } 
BirSta | 15. 46 12. 86 | 
20.15 16. 34 
| 14.75 12. 53 1,017 
14. 44 12. 41 819 
17. 59 14. 90 769 
20. 73 17.31 1, 406 
20. 59 17. 01 190 
17.70 13. 81 712 
| 18. 67 15. 56 393 
| 23. 50 19. 49 333 
10. 66 8.42 395 
22. 11 18. 37 495 
PR | 17.39 14. 25 228 
éhictebaal 19. 56 16. 12 286 
19. 64 16. 39 200 
weer: | 19. 12 15. 47 495 
eee SE } 16. 63 13. 65 972 
26. 32 21. 36 136 
ee | 19. 49 16.17 1, 283 
18. 95 15. 91 331 
22.78 19.03 373 
ee | 19.79 16. 57 476 
17. 50 14.72 2, 899 
18. 33 15.35 559 
Wi jarre, Pa < 19.19 15. 85 453 
19. 96 16. 08 1,033 
18.73 15.34 | 285 
21.10 17.14 145 
17.89 14. 59 791 
15. 30 12. 69 708 
VERE 21.77 18. 38 157 
Fresno, Calif 20. 90 17.03 243 
20. 96 | 17.27 440 
| 424 
548 
| 251 
Hot Springs, 261 
Dublin, Ga | 385 
| 380 
| 322 
316 
131 
Kecoughtan, Va | 473 
214 
338 
Salt Lake City, Utah...................... 19% 
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Comparison of occupancy rate with per diem cost of salaries, fiscal year 1953—Con. 


VA GENERAL MEDICAL AND SURGICAL HOSPITALS—Continued 


Salary seg-| Per diem 
Occupancy | Per diem | ment of | costsexclu-| Average 
rate costs per diem siveof | Perating 
costs salaries beds 

Grand Junction, Colo. ..-.....-------.---- 75.0 $23. 70 $19. 81 $3. 89 152 
Fargo, N. Da 2 74.7 31. 37 26. 4.84 146 
Sioux Falls, s. Dak. 74.6 22.11 18. 31 3. 80 244 
Poplar Bluff, Mo......---- 74.0 25, 33 21. 28 4.05 1%) 
Bonham, -_-- 74.0 24. 88 22. 61 2. 27 50 
Indianapolis, Ind. (new) 73.7 23. 27 18. 50 4.77 486 
73.0 23. 70 19. 59 4.11 163 
eee 72.9 22. 89 18. 70 4.19 181 

ise, Idaho 72.0 21.18 18. 06 3.12 250 
Iron Mountain, 71.9 25. 09 20. 45 4. 64 185 
Fert Harrison, Mont.................-.... 71.3 21. 80 18, 41 3.39 200 
Shreveport, La. ....-.--...---------------- 70. 6 24. 66 20. 85 3.81 279 
W. 69.9 23. 39 19. 05 4.34 176 
OS eS 69.5 23. 59 19. 07 4.52 279 
Grand Island, Nebr 68.9 29.39 24. 90 4.49 132 
Clarksburg, W. Va_-.- 68.0 24.30 | 19. 98 4.32 200 
Huntington, W. Va-- 67.5 26.79 | 23. 14 3. 65 209 
62.9 35. 21 28. 95 6. 26 89 
58. 1 38. 23 30.79 7.44 

VA NEUROPSYCHIATRIC HOSPITALS 

Lyons, N. J 100.6 $8.96 | $7.03 $1. 93 1, 926 

arion, Ind 99.7 8.07 | 6.49 1, 58 1, 650 
Chillicothe, Ohio 99.2 7.10 | 5.70 1.40 2,117 
98.4 7.42 | 6.07 1,35 1, 098 
Knoxville, lowa 98. 2 7.32 | 5. 84 1.48 1, 542 
Murfreesboro, Tenn 98, 2 7. 69 | 6.15 1. 54 1, 104 
Beford, Mass 97.7 7.67 | 6.03 1. 64 1, 808 
St. Cloud, Minn 97.5 6.74 5.44 1.30 1,379 
Northampton, Mass 97.3 8.14. 6. 55 1. 59 1, 105 
Morthport, N. 97.2 7.07 | 5. 53 1. 54 2 377 
96.4 7.05 | 5. 66 1.39 2, 056 
North Little Rock, 96.3 8. 22 6. 63 1.59 2,072 
Peery. Point, 95.9 8.27 | 6.51 1.76 845 
Fort Lyon, Colo mee 95. 5 8. 67 7.10 1. 57 782 
Waco, Tex 95.5 7.82 | 6. 36 1. 46 2,040 
Tomah, ,, ae 95.0 7.37 | 5.78 1. 59 1,176 
Lexington, 94.8 8.67 | 7.19 1.48 1, 163 
American Lake, ‘Wash 94.6 8. 65 7.02 1. 63 904 
Montrose, 94.5 8.98 7.01 1.97 1, 599 
Danville, 94.5 7.55 6.15 1.40 1, 726 
Canandaigua, N. 94.4 7.48 5. 89 1.59 1,700 
Palo Alto, Calif. ..........-..- PSR 94.2 8.70 7.05 1.65 1, 403 
Tuskegee, Ala______- ocdellibcncanimhennee 93.3 9.09 7.21 1.88 2, 187 
Augusta, Ga___ 93. 2 11.07 8.85 2.22 1, 561 
Fort Meade, 8. Dak..............-.-.-..-- 93. 1 8. 56 6. 80 1.76 720 
Tuscaloosa, 92.9 9. 46 7.88 1.58 95S 
92.6 8. 67 7.07 1. 60 2,000 
92.6 7.63 6.18 1.45 1, 999 
92.0 7.95 6, 23 1.72 636 
Sheridan, Wyo__. 90.7 9. 63 7.93 1.70 707 
90. 2 9, 28 7.24 2.04 2, 386 
Lebanon, 88. 2 10. 72 8. 90 1,82 1,026 
Togus, 86.1 12. 50 9. 80 2.70 869 
75.1 15. 91 13.72 2.19 1, 362 

VA TUBERCULOSIS HOSPITALS 

95.0 $15. 52 $12. 89 $2. 63 300 
Brecksville, Ohio.____- ; e 94.9 15. 63 12. 28 3. 35 274 
Livermore, Calif 94.4 14. 51 11. 60 2.91 537 
San Fernando, Calif. ....--.--.--_. 94.1 15. 32 12. 63 3. 69 508 
Rutland Heights, ; Re 94.1 12. 94 10. 44 2. 50 615 
93. 6 15. 18 12. 69 2.49 468 
92.9 13. 8% 10. 72 3.11 534 
Castle Point, N. Y.....-.-...-.------- ae 92.2 13. 98 11.14 2.84 575 
92.2 19. 69 15. 65 4.04 307 
92.0 17. 52 14. 40 3.12 398 
88.7 20.77 | 17. 95 2. 82 23 
Fort Bayard, N. Mex... 88.7 18.19 | 15.09 3.10 272 
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Comparison of occupancy rate with per diem cost of salaries, fiscal year 1953—Con. 
VA TUBERCULOSIS HOSPITALS--Continued 


Salary seg-| Per diem 


| Occupancy | Per diem | ment of | costs exclu- | mess ad 
rate costs per diem siveof | beds 
costs | salaries | 
— 
88.1| $17.25} $14.69 $2. 56 261 
87.7 | 15.44 12. 63 2.81 1, 500 
87.2 | 14.38 | 11. 93 2.45 447 
Excelsior Springs, Mo | 87.1 | 15. 34 } 12. 34 3. 00 248 
Whipple, Ariz 83.8 16. 47 13. 20 3.27 | 37 
Waukesha, Wis... + 80. 6 | 15. 51 12.72 2. 79 | 252 
Walla Walla, Wash ae ay. 79. 6 | 2. 67 | 421 


16.19 | 13. 52 


COMMUNICATIONS SYSTEM 


Mr. You have had some discussion and 

with the GSA on another matter besides the purchase of supplies; that 
is your communications service. Can you or did you come to a solution 
on that ? 

Mr. Hietey. We asked Mr. Mansure to come over to our office with 
his technicians and we gave them a very complete showing of our com- 
munications system as it exists today and the manner in which it is 
used. We told him that we were not particularly interested in having 
our own system but we did feel that if they took it over we would expect 
the same kind of service we now have, and as a result of that demon- 
stration which I think he enjoyed very much, it is my understanding 
that they decided that we would shelve the proposition at least for the 
present; that they had no possibility of duplicating our service with 
their system. 

Mr. yom The only question that was raised in our minds about 
that, and we will take this up with Mr. Mansure when he comes up 
here, is that you seem to put as one of the major features of your serv- 
ice which you require, was a priority service. The Veterans’ Adminis- 
tration is not an agency which requires faster service than you could 
obtain from any commercial telegraph or communications agency, is it / 
Why do you want such fast service ? 

Mr. Hietry. There are many times when we need priority service. 
For instance, there is a man ahs needs hospitalization or a man may 
be ready for the operating table and they find that they want to get 
some previous record and get some information which they think may 
be available, there are many times when time is of great importance. 

Mr. Pures. What percentage of your messages come in that 
category ? 

Mr. Hictry. I would not be able to answer that but that was all 
brought out in this presentation which our communications group—— 

Mr. Putts. Would not GSA furnish you with emergency service / 

Mr. Hietry. I do not know. 

Mr. Prius. That kind of service in case of an emergency ? 

Mr. Hietey. They did not seem to have an exact duplication of thai 
to offer us. Another point which I do not think has been mentioned is 
the system we have in various sections of the country where a whole 
group can be contacted quickly. For instance, where they are trying to 
find a hospital for a veteran and they have got to contact in many 
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directions, say from a regional office, to find out where they might send 
aman. Our system is set up so that in a given area’they can make that 
connection very quickly. 

Mr. Pures. What sort of an actual, physical system do you use? 

Mr. Hietry. Now, I wish we had the men who are in charge of that 
in here, because it has a lot of technical phases. 

Mr. Putuutrs. They will be up tomorrow, I understand. 

Mr. Hieiey. We can bring that particular group here if you would 
like to discuss that. 


MICROFILMING 


Mr. Pures. Who is in charge of microfilming? Will they be up 
here tomorrow ? 

Admiral Boonr. Oh, yes; for the X-ray films. 

Mr. Putiies. It bed to do largely with the X-rays. This com- 
mittee and I, personally, have had a great deal of interest in this micro- 
filming operation since the days when we started it in the Archives. 
I understand that a report was made by Records Engineering, Inc., al- 
ye I do not identify that firm myself. They have made evi- 
dently a study of the microfilming projects in the Government and 
have reported that 40 or 50 percent of our microfilming was not justi- 
fied. They have included three types of unjustifiable microfilming 
of which $4 million worth annually is done by the Veterans’ Admin- 
istration and a part is done by the Savings Bond Division and parts 
by the Division of Disbursement in the Treasury Department. In 
the case of the Veterans’ Administration apparently you are making 
films of X-rays which have no value later because the change from the 
large film to the microfilm distorts, I presume, or at least changes the 
relationships, its possibility of use by a doctor. After a certain num- 
ber of years, it is useless anyway. 

Admiral Boonr. I am very glad you oo this subject up, Mr. 
Chairman, because when I first came into office, just about 3 years 
ago, I had to start a study then with experts outside of VA and within 
the VA to see whether we could not go from the large X-ray film to 
the microfilm for conservation of space because that has become a tre- 
mendous problem, as shown in a memorandum I received on the sub- 
ject this morning. We have had the Eastman Kodak and other peo- 
ple in on the studies with us. We had hoped to be able to go from 
the large X-ray film to the microfilm but they have advised that the 
process has not been developed far enough to rely on the smaller film. 

The X-ray people, the radiologists, feel you can depend on the mi- 
crofilm. The chest people, the TB men and the whole thoracic group 
of physicians, are not willing to place entire credence on the microfilm 
because they cannot get the definition they need and require from a 
study of the large film. It poses a very expensive problem for us, but 
with the advice of them and our own studies, we cannot accept the 
microfilm at this time. It costs $2 million, anyway. If I might read 
this, it is a memorandum that the Administrator has been very much 

interested in because it involves a question of spending money for 
warehousing. 

Mr. Puitiirs. Not only spending money for warehousing, which is 
an —- r, item, but incidentally how much does that amount to in 
money 
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Admiral Boone. I can give you those figures right here if I may read 
this page. 

Mer. It is also a question of purchasing the equipment. 
Are you doing this with your own equipment? 

Admiral Boonr. Making all microfilms? No, sir. 

Mr. Pixies. Who does it? 

Admiral Boone. We contract for that. 

Mr. Putures. Make your statement. 


COSTS INVOLVED IN DISPOSITION OF X-RAY FILM 


Admiral Boong. This is dated February 8, 1954, to the Chief Med- 
ical Director, from the Director, Radiology Service, on the subject of 
disposition of X-ray films; costs involved. 

The indefinite retention of all exposed X-ray films is costly and unnecessary. 

With present methods microfilming is a poor substitute for the original film 


and the monetary outlay is not justified in view of the poor reproductive quality 
of the films. 


A basic uniform retention period for exposed films should be adopted. Films 
should be kept for a period of 10 years from the date of the last film exposed 
on a specific veteran. Each hospital and clinic could retain its own film for a 
— of 10 years, salvaging all films that have been inactive for a 10-year 
period. 

Mr. Puitiirs. When could you possibly use a 10-year-old film, a 
10-year-old X-ray ¢ 

Admiral Boone. It goes on beyond that. For chest films, the rec- 
ommendation of our study group is that it be indefinite. We have 
had a policy of 10-year films in what we call the affiliated teaching 
institutions, and 5 years in the nonteaching, and the regional office 
clinics. I do not know whether the Administrator has finally acted 
upon this recommendation of 10 years because I think it has to even 
come to—— 

Mr. Pumps. You mean you want to extend your 5-year limit for 
nonteaching to 10 years? 

Admiral Boone. Across the board 10 years in both kinds of hos- 
pitals and the clinic but cutting down on a factor which I will explain. 
In the chest-film category the adjudication people fee] they must be 
retained indefinitely because claims go over a long period of time, but 
the recommendation made to the Administrator is that we retain 
only the chest films, not the other films; however, to retain only the 
chest films means taking them out of the envelope where all films 
are stored. We have had a study made at Mount Alto Veterans’ 
Administration Hospital over a period of 18 months, working Sat- 
urdays and Sundays. It cost $24,000 just to pull those chest films 
from the folders of patients with names through A, B, and C. You 
can appreciate that experience multiplied throughout the whole VA 
hospital system would cost a considerable sum of money. The Armed 
Forces want to turn over to us 20 million films. If 1 may continue 
my reading, I will give you some of these figures. 

The rising cost of storing films has been the result of processing films for 
shipment to the VA records service center and the maintenance of the records 
service center with the increasing need for more personnel and storage space. 

By putting this plan in effect, VA hospitals and clinics need no longer sort, 
process, and ship films to the VA service center. 

Based on present inventories and current accumulation rates, the VA estimates 


that the total inventory at VA records center will rise to 120 million X-ray films 
by 1956, and to 173 million films by 1960. 
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The cost of maintaining and servicing films for 1954, through 1960, will be 
approximately $15 million. By adopting a 10-year retention period, the cost 
of maintaining films would be cut by more than 50 percent effecting a savings for 
this period of almost $714 million. 

The sale of exposed film as scrap at the current rate of 6 cents per pound 
would bring a price of approximately $900,000 for films that are now more 
than 10 years old. 4 

Thus it can be seen that the total savings through 1960 would be well over 
$8 million. 

Mr. Putxiies. That is a saving produced by keeping the films for 
the longer time? 

Admiral Boonr. Just the 10 years and then dispose of them— 
except I want to explain this—we feel the chest films made at the time 
of induction and at the time of discharge are the ones to keep and 
not the interim films. 

Mr. Puitiirs. You mean to say if you do it at the end of 10 
years or—— 

Admiral Boonr. Those are old films. If we started this program 
from that time on we would not retain—we would keep them in the 
local center, rather than the records center. We would pull them and 
keep them in separate envelopes so you would not have that work. 
We have about seventy-some million on hand now. It is big busi- 
ness. But we cannot afford to lose the value of the chest findings 
when the X-ray film manufacturers say they have not developed 
microfilm far enough to insure full reliance on them. 

Mr. Hietry. Mr. Chairman, that 4 million for microfilming, is that 
for the whole of VA? That was not just medical, was it? 

Mr. Puiuirs. You mean the saving? 

Mr. Hieiey. They said they are spending $4 million for micro- 
filming. That is there for the whole of VA, not just the Medical. 

Mr. Putuirs. The first division of their report, X-ray film of the 
Veterans’ Administration, proposed for microfilming, an estimated 
cost of $4 million. This project cannot be justified and should not 
be instituted’ Most X-ray film can be disposed of after a retention 
period of 5 years. That is what Dr. Boone was talking about. 

The report in full, which I have here, points out some six items here 
in the first bracket of its report. Federal agencies have an invest- 
ment in microfilming equipment worth $2,494,000. About $660,000 
worth of new equipment was purchased in 1952, which is for all 
agencies of the Government. Then I skip down to this: Proper 
controls would result in an annual savings of $1,250,000 by raising 
the utilization of the cameras from 1814 percent, which is all they 
are used today, to 50 percent, and cutting down Government purchases 
and rentals of equipment. By reducing the costs of personnel serv- 
ices and by reducing the volume of contracts for commercial micro- 
filming service, all of which would make a saving of $1,285,000. 

Then the second of their findings covers the fact that microfilming 
has been oversold in many cases because of the space saving feature; 
the 40 to 50 percent of the projects for microfilming are not justified. 
They included in that leave records, bond stubs, incoming mail, and 
time and attendance records in various agencies of the Government; 
and they suggest a central project to handle microfilming. I think 
maybe I will put this in the record. 

(The report referred to is as follows:) 
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JANUARY 19, 1954. 
Hon. JoserH M. Dopee, 
Director, Bureau of the Budget, 
Washington 25, D. C. 

Dear Mr. Dopge: You will recall at our meeting of December 3, 1953, which 
former Senator Nye attended and at which we discussed the matter of control 
of Government microfilming, you requested to be advised of developments. We 
have now received the report of Records Engineering, Inc. (December 30, 1953), 
recommending governmentwide controls of microfilming projects and equipment. 

This report shows that close to $5 million were expended by executive agencies 
for microfilm produced in 1953. The Government has $2,494,000 invested in 
microfilm equipment and the annual rental of additional equipment is costing 
$270,000 annually. Utilization of microfilming cameras owned by the Govern- 
ment is only 18% percent of their capacity, yet Government agencies spent 
$660,000 for additional equipment in 1953. 

The report estimated that at least 40 to 50 percent of current microfilm pro- 
duction cannot be justified and should be discontinued. The report concludes 
that with adequate controls, expenditures for microfilming could be reduced 
by 50 percent—an annual saving of $2,400,000. A summary of the report is 
attached and I shall be glad to make a copy of the report available to your staff. 
1 am in general agreement with its recommendations. 

Records Engineering, Inc., identified over 250 microfilming projects and con- 
cluded that 40 to 50 perecnt of them were unjustified. Three projects were 
appraised in detail in special reports. Summaries of these reports are attached. 
Recommendations in the special reports, with which we concur, would result in 
immediate cash savings of $264,000 annually on existing projects, and consid- 
erably more on proposed projects. The projects are as follows: 

1. X-ray file of the Veterans’ Administratioon. Proposed for microfilming at 
an estimated cost of $4 million. This project cannot be justified and should not 
be instituted. Most X-ray film, we believe, can be disposed of after a retention 
period of 5 years. 

2. Microfilming of checks by the Division of Disbursement, Treasury Depart- 
ment. This existing project, which involved the filming of 190,000,000 checks in 
1958, cannot be justified. We recommend that the project be discontinued. The 
savings will total $150,000 annual operating costs and equipment valued at 
$271,000 will be released. 

3. Savings bond program microfilming, Bureau of Public Debt, Treasury De- 
partment. Microfilming of the numerical series of bond registration stubs (an 
existing project) should be discontinued and machine listings substituted, for 
an annual savings of $114,000. A proposal to microfilm spoiled bonds at an 
estimated cost of $260,000 should not be approved, Instead, authority to dispose 
of these materials should be requested. 

I earnestly request your support in obtaining adoption of these recommenda- 
tions. I plan to assign a technician full time to appraisal of additional projects 
and will send further reports to you when action by the Bureau of the Budget 
can be helpful. 

If you feel as I do that closer control is desirable, will you please ask your 
staff to look into the matter to see what the Bureau can do to help out in this 
period before new legislation can be obtained. For example, it would be helpful, 
if any new proposals for microfilming that come to the attention of your staff 
were referred to us for appraisal. 

We are currently studying our existing statutory authority in order to take 
What immediate steps we can on the control of equipment. The report of 
Records Engineering, Inc., however, recommends additional legislation, and we 
are agreed that such legislation will be necessary. 

Our legislative proposals will be submitted as soon as possible, so that, if they 
are in accord with the President’s program, they may be considered by the Con- 
gress during the present session. 

Sincerely yours, 
EpmMunNpD F. MANSURE, 
Administrator. 


1723 


1724 


SumMMARY OF Report sy RecorDS ENGINEERING, INC., PROPOSED GOVERN MENTWIDE 
CONTROLS ON MICROFILM EQUIPMENT AND PROJECTS, DECEMBER 30, 1953 


FINDINGS—EQUIPMENT UTILIZATION 


1. Federal agencies have an investment in microfilming equipment worth 
$2,494,000. About $660,000 worth of new equipment was purchased in 1953. 

2. Over $4,180,000 was expended in 1953 in direct-operating costs in filming 
operations. Procurement of contract commercial microfilming amounted to 
over $500,000 in 1953. 

8. Production from owned and rented microfilm cameras amounts to only 18.5 
percent of the capacity of these machines. 

4. Poor utilization of equipment is due to lack of planning, lack of flexibility 
in transfer of equipment, lack of continuing workload, duplication of plants, 
inadequate controls over equipment, improper choice of equipment, and lack 
of “know-how.” 

5. Lack of central control and of “know-how” are the two most serious factors. 
The solution of the problem lies in the establishment of a common pool of equip- 
ment and “know-how” to provide resources to meet changing agency needs. 

6. Proper controls would result in annual savings of $1,285,000 annually by 
(a) raising the utilization of cameras from 18.5 to 50 percent and cutting down 
Government purchases and rentals of equipment by an estimated $500,000; (/) 
reducing costs of personal services by an estimated $635,000; and (c) reducing 
volume of contracts for commercial microfilm services with estimated annua! 
savings of $150,000. 

: FINDINGS—MICROFILM PROJECTS 


1. Microfilming has been “oversold” in many cases because of the attractive 
space savings of 200-1 that it accomplishes and because no proper criteria for 
evaluating projects have been established. 

2. On the basis of projects appraised it is estimated that 40 to 50 percent of 
all projects are unjustified. Three special reperts on specific projects have 
been submitted. (See attached summaries.) 

8. Other examples of invalid microfilm projects: (a) Leave records, (b) bond 
stubs, (¢c) incoming mail, (d) time and attendance records. 

4. Solution to the problem lies in a system of central project controls backed 
up Ora i and criteria, quality staffing, and adequate internal agency 
controls. 

5. Savings as a result of proper project control would amount to $1,250,000 
annually even at the present level of efficiency of Government plants. 


RECOM MENDATIONS 


1. Grant authority to General Services Administration to control microfilming 
plants, equipment, and projects. 
2. Specifically obtain legislation authorizing General Services Administration 
to: 
(a) Establish, maintain, and operate microfilm plants on a reimbursable basis. 
(b) Require the transfer of excess equipment from one agency to another. 
(c) Require agencies having excess equipment to provide microfilm services to 
other agencies on a reimbursable basis. 

(d) Require agencies to obtain prior approval for the purchase or rental of 
equipment and for the procurement of commercial microfilm services. 

(e) Require agencies to obtain prior approval of GSA for microfilm projects. 


SumMMaRY oF Report py Recorps ENGINEERING, INCc., SEPTEMBER 11, 1959 


Agency 
Veterans’ Administration. 
Proposed project 
Microfilming of Veterans’ Administration and Department of Defense X-ray 
films. 
Records involved 


Following collections of X-rays, exclusive of the dental X-rays: VA records 
centers, 47 million (70 percent over 5 years old) ; other VA facilities, 41 million 
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(age distribution not available) ; Defense Department, 24 million (72 percent 
over 5 years old) ; total, 112 milion; plus additional 6 million VA X-rays created 
annually. 


Purpose of filming 

Reduction of costs of maintaining and servicing X-ray films stored in VA rec- 
ords center. Costs presenty estimated as follows: $800,000 in 1951; $1,800,000 
annually by 1956; $2,400,000 annually by 1960. 


Cost 
Four million dollars offset by savings of present storage and maintenance 
costs ($1 million annually) and salvage value of X-ray films ($900,000). 


Other factor 

X-ray films are not permanent records and should not be retained indefinitely. 
There are definite chronological limitations to their use in litigation, research, 
adjudication, and treatment. 

Microfilm is inadequate substitute for original X-rays because of technical 
inadequacies of microfilm reproduction of X-rays and the difficulties of inspecting 
and certifying the acceptability and readability of the microfilm. 
Recommendation 

Abandon any plans for microfilming X-ray films. 

Dispose of X-ray films according to the following schedule: dental X-ray 
films: Hold 1 or 2 years. All other X-ray films (in teaching hospitals) : Hold 
10 years. All other X-ray films (non-teaching hospitals): Hold 5 years. The 
estimated cost of maintaining and servicing these X-ray films for the period 1953 
through 1960 is $15 million. Adoption of these recommendations would reduce 
that cost about 70 percent, or $10,500,000. 


SuMMARY OF ReEporT By RecorpDS ENGINEERING, INC., NOVEMBER 13, 1953 


Agency 

Bureau of the Public Debt, Treasury Department. 
Project 

Microfilming of redeemed and spoiled bonds and related papers. 
Records involwed Images 
Bond registration stubs (fiscal year 1953) =~ 130, 039, 000 
Redeemed savings bonds (fiscal year 1953) -_ 90, 644, 000 
Redeemed savings bonds (backlog prior to 1947) 434, 000, 000 
Savings bonds spoiled by issuing agents (backlog to date) _________ 47, 407, 000 
Interest checks on current income bonds (fiscal year 1953) _------- 8, 452, 000 
Purpose of filming 

Space saving. 
Cost 


Six hundred seventy-eight thousand, eight hundred and thirty-three dollars an- 
nually for projects now in operation ; $2,660,000 for proposed projects. 


Recommendations 


Bond registration stubs.—Continue microfilming alphabetical stub file, but 
substitute machine listing of data on stub cards for microfilming of numerical 
tile, thereby saving $113,900 annually. 

Redeemed savings bonds.—Fix a disposal date for redeemed bonds, and if the 
retention period is less than 50 years store redeemed bonds in a Federal records 
center and discontinue microfilming. If a 25-year disposal date is established, 
annual savings by using records centers instead of microfilming will be $142,400. 

Redeemed savings bonds (backlog prior to 1947).—¥Fix a disposal date for re- 
deemed bonds, and if the retention period is less than 90 years store redeemed 
bonds in a Federal records center and abandon any program for microfilming. 
Abandonment of microfilming project would save $2,400,000. 

Spoiled savings bonds.—Obtain authorization for disposal of spoiled bonds and 
abandon proposed microfilming project. Abandonment of microfilming project 
would save $260,000 ; and disposal of spoiled bonds would save space worth $8,100 
annually. 
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Interest checks on current income bonds.—The validity of project still being 
studied. Meanwhile change reduction ratio of the filming and eliminate dupli- 
cate copy of the film, thereby saving $3,280 annually. 


Sum™Mary or Reporr gy Recorps ENGINEERING, INc., NOVEMBER 23, 1953 


Agency 

Division of Disbursements, Treasury Department. 
Project 

Microfilming of checks. 

Records involved 

190 million issued checks (fiscal year 1953). 
Purpose of filming 

Used in (1) stopping payments; (2) answering inquiries about checks; and 
(3) detecting errors in transcription from youcher to check, which has proved 
negligible. 

Cost 

One hundred and fifty thousand dollars annual operating cost. 

Two hundred and seventy-one thousand dollars equipment inventory (71 
cameras and 27 processors located in 18 regional disbursing offices, with 4 more 
offices to begin filming during 1954). 

Other factors 

Film can be consulted only after reference to voucher from which check was 
prepared. 

Voucher contains all information on check, including name of payee, amount, 
address, check number, and disbursing officer's symbol. 

Check listing also prepared for General Accounting Office. 

Filming checks is a long-established practice in the Treasury Department, but 
other Government disbursing operations, such as Post Office and Navy, do not 
find it necessary to film checks. 

Recommendation 

Eliminate microfilming of checks and rely on original vouchers, thereby sav- 
ing an annual operating cost of $150,000 and releasing present equipment inven- 
tory with original value of $271,000. 

Mr. Puitiies. Their special report on the Veterans’ Administration 
which I think certainly should go in the record has to do with the 
microfilming of Veterans’ Administration and Department of Defense 
X-ray films. This is exclusive of dental X-rays. It says that you 
have 47 million X-rays, 70 percent of which are over 5 years old. You 
have 41,000 microfilms, apparently, of which the age is not available; 
and that the Defense Department has 24 million. So you have 48 
million X-ray films right now. 

Dr. Boonr. And they want to add 24 million more. 

Mr. Pures. Then there is an additional 6 million coming in new 
every year. What are we going to do about that, Mr. Higley ? 

Mr. Hiciry. We have made this determination. 

Mr. Putiirs. How much money have you in the budget for micro- 
filming? 

Mr. Baxer. There is no provision in there for microfilming X-rays 
at all, to my knowledge, and a very small amount for other micro- 
filming activities. 

Mr. Pututrs. What do you call a very small amount? 

Mr. Baker. I would have to check on it. 

Mr. Putiures. Please put it in the record. 

(The information requested follows :) 
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MICROFILMING Costs INCLUDED IN 1955 Bupaer 


All costs are included under the “General operating expenses” appropriation. 


= 
2 | Veterans 
| Staff benefits Insurance Total 
01 Personal services: | 
Man-years. '4 118 33 
Amount. $35, 000 $13, 000 $56, 000 $104, 000 
0520 Equipment. -. 14, 000 60), 000 16, 000 90, G00 
0820 Supplies 5, 000 | 1s, 000 32, 000 55, 000 
Total... 54, 000 | 91, 000 104, 000 249, 000 


i Estimated man-years and cost of time to be used in microfilming. 


NEED FOR CONSTKUCTION OF VA HOSPITAL AT CINCINNATI, OFLO 


Mr. Puiuuirs. Dr. Boone, will you talk to me about the situation 
in the hospital at Cincinnati? I have a letter here from the National 


j Medical Veterans Society which in brief contends that you are build- 
7 ing a 500-bed hospital in Cincinnati while there is a vacancy of 400 


general, medical, and surgical beds in and around Dayton, which is 
only 50 miles away. Three hundred of these beds have been closed 
because of inadequate nursing and laboratory personnel. There is 
no waiting list for these beds. However, at the same time there are 
$22 veterans with NP conditions, many of whom are service-connected, 
4 now being cared for at Longview Mental Hospital, which is a State 
institution, 
; I will put this letter in the record if you want, but the question is, 
why not use the new veterans hospital at Cincinnati for NP instead 
of GM&S because there are NP cases that need treatment and there 
are private hospitals for GM&S patients. 

(The letter referred to may be found on p. 1854.) 

Dr. Boone. We have been under attack by a group known as the 
National Medical Veterans Society, its National Veterans Affairs 
Committee, of which Dr. Hunter is chairman, and a similar committee 
of the Physicians-Veterans Society of greater Cincinnati, of which 


' Dr. Green is a member. 

4 Mr. Puituies. That is signed by Dr. Hunter. 

: Mr. Anprews. What kind of organization is that, Mr. Chairman? 
: Mr. Puitures. It is a group of doctors who are war veterans. I beg 
- your pardon; this is Dr. Hunter who is their local man. What is the 
name you used ¢ 

: Dr. Boonr. A Dr. Robert S. Green is the name of the leader of the 


Cincinnati group of that organization. 

Mr. Putts. He is not on the letterhead. The president is Dr. 
Blake and the local chairman of the Veterans’ Affairs Committee is 
Dr. O. B. Hunter, Jr. 

Dr. Boonr. Local in Washington ? 

Mr. Pumuirs. That is correct. 

Dr. Boone. If I might touch on his relationship to the attack later 
because of what occurred here in Washington recently, the Adminis- 
trator has seen newspaper attacks on this subject for, I think, nearly 
6 weeks or so, pressing us not to open that hospital at all for veterans’ 
use but to turn it over for private use. This is a new proposition that 
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came up last week about converting it for N. P. use for the veterans. 
The Cincinnati young physicians’ group headed by Dr. Green did 
not want it opened at all for veteran use. They asked me to come to 
Cincinniati and appear on an open forum to discuss the subject of 
of community requirements. I was very pleased with Congressman 
Hess’ feeling about my letter to the doctor in Cincinnati and my 
refusal to go; I explained that as a Federal official I should not enter 
discussions on community requirements, and I stated that this hos- 
oes was included, stipulated in 1947 or 1948, in the hospital program 

y an act of Congress that there be established first a 1,000-bed hos- 
pital there; later, it was cut back to a 500-bed hospital, for use for 
veterans’ purposes. It is scheduled to be dedicated on the 15th of 
June this year; it is in final stage of completion, and patients are to be 
taken in shortly. We consider it a requirement and we are executing 
the expressed will of Congress in building the hospital. The land was 
acquired by the citizens of Cincinnati and given to the Veterans’ Ad- 
ministration without cost. There has been no manifestation at any 
time heretofore from anybody in the Congress from Ohio or anybody 
other than representatives of the National Medical Veterans’ Society 
evidencing an interest to utilize this hospital for purposes other than 
that which Congress intended for it to be—a Veterans’ Administra- 
tion hospital. 

Mr. Putuirs. I am not sure that is an answer to the question, is it? 
That is a statement that the hospital was originally intended for 
G. M. and S., but is that an answer to the question concerning whether 
there are—— 

Dr. Boone. It is a preface to it, sir, and I will come right directly 
to the answer. As for an NP hospital, first their desire was not to 
have it opened at all for veterans’ use. Now it has taken on a new 
factor of having it for NP only. The construction is vertical, a 
type that does not adapt itself at all for use as an NP hospital. 

nother factor is that you could not staff it in Cincinnati with re- 
quired NP staff even though they claim you can. Our program re- 
quirements in the Cincinnati area indicate a new general medical 
and surgical hospital is needed. 

Then again, if for any reason it was to be converted for use as an 
NP hospital, it would cost a great many hundreds of thousands of 
dollars to remodel the present building which is not at all in con- 
sonance with our NP construction. At Dayton the constructed ca- 
pacity is 1,307 beds. There are 318 beds unavailable because of re- 
cruitment problems. There are 989 beds operating at Dayton. 

Mr. Puriitrs. Mr. Kelsey, take your book quickly and let us run 
down this thing. I now have the general justifications estimate of 
appropriations; I think for the most part the abbreviated charts in 
ry ge all the information that is in there; am I right about 
that 

Mr. Kersey. Yes, sir. 
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CoMpPaRATIVE SUMMARY OF APPROPRIATIONS, 1954 Esrimaes, 1955 


Mr. Puttuirs. Then the reporter will put in page 1 of the justifica- 
tion, which is the the summary of appropriations, 1954, and the esti- 


mates for 1955. 


(The matter referred to is as follows :) 


Comparative summary of appropriations and appropriation estimates (excluding 
trust accounts) 


Fiseal year 1954 


Appropria- | Increase (+) 
Annual definite appropriations ] tion estimate or dec — 
1" for fiscal (—), 195 
Appropri- | Supplemen- Total ear 1955 over 1984 
ated tals (estimate) y 
General operating expenses _ $193, 531, 000 | Peshqenuieses a $193, 531, 000 | $164, 700,000 | —$28, 831, 000 
Medical, administrative, and mis- 
cellaneous operating expenses __ 14, 870, 400 |... .... 14, $70, 400 14, 654, 000 — 216, 400 
oe ge wth mony “ 548, 000, 000 | 548, 000, 000 554, 128, 000 +6, 128, 000 
C entaael hospitalization o- 20, 583, 100 20, 583, 100 18, 891, 000 —1, 692, 100 
Maintenance and operation of 
domiciliary facilities... .- 24, 248, 200 |. _. 24, 248, 200 24, 236, 000 —12, 200 
Outpatient 92, 677,900 _| 677, 900 76, 744, 000 | —15, 933. 900 
1, 800, 000 800, 000 1, 654, 000 146, 000 
supply depots | 4 , 004, — 146, 
and pensions __ 2, 246, 291, 000 |$215, 000 12, 461, 291, 000 |2, 535, 000, 000 +73, 700, 000 
Res adjustment benetits 664, 311, 000 | 664,311, 000 387, 000, 000 | —277, 311, 000 
Veterans’ miscellaneous benefits __ 35, 743, 000 | 36, 748,000 |...._... —35, 743, 000 
Military and naval insurance _- 1, 496, 000 |... | 1, 496, 000 4, 932,000 | +3, 436, 000 
National service life insurance . 75, 000, 000 |... 2 | 75, 000, 000 36, 570, 000 | —38, 430, 000 
Servicemen’s indemnity > 18, 000, 000 3, 100, 000 | 21, 100, 000 30, 000, 000 +8, 900, 000 
Grants to Republic of Philippines. F 2, 500, 000 wasanceeee| 2, 500, 000 1, 54, 000 — 936, 000 
Hospital and domiciliary facilities. 38, 685, 664 38, 685, 664 39, 000, 000 +314, 336 
Major alterations, improvements, 
and repairs. ___.. 3, 400,000 | +-3, 400, 000 
Autos and other conveyances for j 
| 
Total annual definite appro- ol | | 
priation. - 977, 737, | 218, 100, 000 195, 837, 264 |3, 892, 473, 000 — 303, 364, 264 


GENERAL OPERATING ExPENSES 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


Obligations 


Comparative transfer from— 


“Administration, medical, hospital and domiciliary serv- 


_jces, Veterans’ ‘Administration” 


and operation of domiciliary 


Veterans’ Administration’’. 
Cc om parativ e transfer to— 


“Medical administration and miscellaneous nintieeict 
expenses, Veterans’ Administration” 


“Outpatient care, Veterans’ Administration”... ___ 


Total obligations 


-| $193, 531, 000 $164, 700, 0v0 
187, 473, 421 164, 700, 000 
1, 729, 395 000-152 
— 473, 421 | ........... 
—7, 469,000 | —7, 177,000 
186, 699, 834 | 181,963,000 | — 164, 700, 000 


<a 
4 

4 

Appropriation or estimate... 

____Unobligated balance, estimated savings 

x 

| 
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Obligations by activities 


Description 1953 actual | 1954 estimate | 1955 estimate 
$15, 959,471 | $16, 846, 000 $16, 932, 550 
2. Insurance: 
(a) Program planning and direction...................- 3, 959, 433 3, 303, 238 3, 047, 711 
(6) Field operations: 
(1) Executive administration .._............... 119, 588 128, 060 142, 472 
(2) Insurance operations. -....................- 29, 855, 736 27, 172, 198 24, 297, 531 
7, 559, 983 7, 296, 504 6, 820, 836 
3. Veterans’ benefits: 
(a) Program planning and direction _...._.............- 6, 027, 308 6, 194, 491 5, 867, 176 
(6) Field operations: 
(1) Executive sparen imei Scahehenbeeebaass 2, 654, 370 2, 574, 422 2, 338, 860 
(2) 10, 468, 494 10, 014, 608 8, 059, 194 
24, 566, 422 23, 529, 465 20, 622, 077 
(4) Wecateeial rehabilitation - -_ 519, 660 29, 022, 347 26, 274, 052 
Oe SSO Ree eee 12, 365, 851 12, 202, 669 10, 990, 998 
(7) Guardianship... .......- z 8, 375, 176 8, 455, 588 7, 777, 262 
36, 187, 369 35, 223, 31, 529, 281 
"TOUS 186, 699, 834 | 1&1, 963, 000 164, 700, 000 
Obligations by objects 
Object classification 1953 actual | 1954 estimate | 1955 estimate 
Total number of permanent positions. 42,120 40,111 3A. 
Average number of all employees. - . . 526 37, 627 33, 123 
Average salaries and grades* 
General schedule grades: 
$4, 109 $4, 285 $4, 189 
Average grade GS-5.0 GS-53 GS-52 
Crafts, protective, and «ustodial grades: 
AY erage salary. «cin $2, 932 $2, ORT $9, geo 
Ungraded positions: Average salary...........-...--..-..- $4,174 $4. 118 $4, 205 
Ol Persortal services 
$165, 278, 384) $156, 172,241 | $137, 427, 010 
Regular pay in excess of 52-week base. 634, 242 594, R52 523, 075 
Payment above basie rates... 1, 09%, 041 556, 804 542, 222 
Total personal services... 167, 005, 667 | 157, 323, 717 138, 492, 317 
02 Travel: 
2, 447, 726 3, 203, 500 3, 200, 000 
295, 622 314, 256 294, 1590 
03 Transportation of 637, 134 656, 828 447, 857 
1, 671, 828 4, 508, 581 4, 559. 409 
05 Rents and utility services. 1, 867, 745 1, 745, 886 1, 829. 111 
Printing and reproduction... 2, 058, 924 1, 958, 232 1, 893, 
Other Ger viens. 4, 818, 254 6, 141, 791 7, 145, 082 
2, 418, O85 2, 310, 450 2, 345. 708 
11 Grants, subsidies, and contributions. --_........-....-- 2, 298, 673 2, 800, 000 3.300, 000 
13 Refunds, awards, and indemnities. -.............-..----- 72, 093 40, 40. 
15 Taxes and 267, 116 293, 575 289, 006 
eases 186, 774, 934 182, 040, ALL 164, 787, (41 
Deduct charges for quarters and subsistenee ............-.-- ai 77, 100 77, 611 87, 061 
coos 186, 609, 834 181, 963, 000 14, 700, 000 
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Analysis of expenditures 


lnliquidated obligations, start of 
Obligations ineurred during the 


Deduct unliquidated obligations, end of year_. _- 
Total 


Expenditures are distributed as follows: 
Out of current authorizations. 


Out of prior 


195% actual | 1954 estimate | 1955 estimate 
$10, 000, 000 
$187, 473, 421 161, 700, 000 
187, 472, 421 174, 700, 000 

> 10, 000, 000 9, 000, 000 
| 177,473,421 | 165, 700, 000 
Lasendustingines 177, 473, 421 155, 700, 000 
10, 000, 000 


COMPARISON OF EMPLOYMENT AND OBLIGATIONS 


Mr. Pures. We will take up now the first appropriation item for 
lease place in the record at this point 
the table showing the comparison of employment and obligations by 
departments, 1953, 1954, and 1955. 


the Veterans’ Administration. 


(The table is as follows :) 


Comparison of employment and obligations by departments 


Increase (+) 
Estimated Estimated 
Actual, fiscal ‘ ’ | or decrease 
Department year 1953 fiscal year ~~ a (—) 1955 over 
1954 
General administration: 
Average employment. 3, 063 2, 504 2, 495 
Obligations: 
01 Personal services._______- oa eh $12, 767,106 | $11,389,000 | $11, 347,000 —$42, 000 
pe eee 3, 192, 365 5, 457, 000 5, 585, 550 +128, 550 
pe seen ie 15, 959, 471 16, 846, 000 16, 932, 550 +86, 550 
Insurance: 
Average employment ---...............-.- 11, 103 10, 133 9, 066 —1, 067 
Obligations: 
01 Personal services. .................- $39, 049,890 | $35,529,137 | $31, 943, 631 — $3, 585, 506 
BO eee 2, 468, 950 2, 392, 913 2, 389, 419 —3, 494 
ee eee 41, 518, 840 37, 922, 050 34, 333, 050 —3, 589, 000 
Veterans’ benefits: 
Average employment. ....................- 25, 847 24, 631 21, 230 —3, 401 
Obligations: 
ol P $115, 188, 671 | $110, 405,580 | $95, 201,716 | —$15, 203, 864 
PO eee stains 14, 109, 952 16, 866, 981 18, 319, 745 +1, 452, 764 
‘Tetel obiipations..................... 129, 298, 623 127, 272, 561 113, 521, 461 — 13, 751, 100 
Grand total: 
Average employment. -...................- 40, 013 37, 268 32, 791 —4,477 
Obligations: wy 
01 Personal services. $167, 005, 667 | $157, 323,717 | $138, 492,347 | —$18, 831, 370 
19, 771, 267 24, 716, 894 26, 294, 714 +1, 577, 820 
‘Deter opmeetions. ..................... 186, 776, 934 182, 040, 611 164, 787, 061 —17, 253, 550 
—77, 100 —77, 611 —87, 061 —9, 450 
Net total obligations._.............__._. 186, 699, 834 181, 963, 000 1, 700, 000 —17, 263, 000 


| 
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Comparison of employment and obligations by departments—Continued 


Increase (+-) 
Estimated, | Estimated, 
Actual, fiscal ° ’ | or decrease 
Department year 1953 (-) 1055 
Less: 

tive transfer from ‘‘Maintenance 
operation of domiciliary facilities, 

vA” —21, 456 +20, 000 
Com tive transfer from enna 

ane operation of hospitals, V .--| —1,720,305 | —2,120,000 |........-...-- +2, 120, 000 
Cee transfer to ‘‘Outpatient care, 

+7, 469,000 | +7,177,000 —7,177, 000 
Comparative transfer to “Medical admin- 
istration and | miscellaneous operating 

Comparative transfer from ‘Administration, 
medical, hospital, and domiciliary services, 

Appropriation or 198, 531,000 | 164, 700,000 | —28, 831, 000 


This appropriation provides funds for executive direction of the agency and 
general administrative expenses involved in administering the several direct 
benefits appropriations and the insurance program. 

The reorganization of the VA resulted in a realinement of activities and fune- 
tions, particularly at the central office level. The “General operating expenses” 
appropriation supports the following three major segments of the new organiza- 

tion, namely: General administration, the Department of Insurance, and the 
Department of Veterans’ Benefits. The preceding table presents actual expendi- 
tures for 1953 as distributed to the new organization and a comparison of 
average employment and obligations by these organizational segments for 1954 
and 1955. Narrative justification of requirements under General Administra- 
tion and the Departments of Insurance and Veterans’ Benefits is contained in 
the succeeding sections of this book. 


GENERAL ADMINISTRATION 


Mr. Putuurs. The first item under “General operating expenses” 
is “General administration.” 


SUMMARY OF AVERAGE EMPLOYMENT AND TOTAL OBLIGATIONS 


Turning to page 4 of the justifications, we will place in the record 
the summary of average employment and total obligations for 1953, 
1954, and 1955. 

(The table referred to is as follows :) 
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Summary of average employment and total obligations 
Actual, fiscal year Estimated, fiscal Estimated, fiscal 
1953 year 1954 year 1955 
Average T Average Average 
otal Total Total 
CBNERAL ADMINISTRATION 
Departmental: 

Office of the Administrator__...___. 21 $143, 323 15 $115, 482 15 $113, 043 
Deputy Administrator... 7 67, 612 10 90, 40 11 100, 940 
Investigation Service 44 301, 328 44 319, 062 112 
Information Service...............- 48 347, 878 49 352, 967 13 120, 475 
General Counsel - maid 7 481,115 538, 692 MM 538, 590 
Board of Veterans Appeals___- 298 | 1, 706, 865 290 | 1,735, 786 290 | 1,731,836 

Assistant Administrator for Legis- 
lation an a pe 58 335, 965 59 345, 862 58 335, 750 
Veterans Education Appeals Board 17 168, 172 17 182, 236 10 113, 582 
Contrélief. 118 763, 463 171 1, 123, 710 178 173, 366 

Assistant Administrator for Admin- 
a bite neal 2, 373 8, 958, 828 1,765 | 6, 905, 086 1, 574 6, 335, 842 
Operating expenses . 2, 684, 922 5, 201, 387 
Total departmental... ...._____- 3,063 | 15, 959, 471 2, 504 | 16, 846, 000 2,277 | 16, 182, 823 

med 36 220, 422 

Assistant Administrator for Admin- 
Total departmental and fleld.....| 3,063 | 15, 959, 471 | 2,50 | 16, 846,000 | 2,495 | 16, 982, 550 

| 


OFFICE OF THE DEPUTY ADMINISTRATOR 


Mr. Puiites. Will you tell me, please, why you need more money 
for the Deputy Administrator; why does the Deputy Administrator 
need ar employee next year; and who is the Deputy Adminis- 
trator 

Mr. Kersey. Harold V. Stirling. 

Mr. Putuiirs. Why does he need more help? 

Mr. Kesey. I think that, Mr. Chairman, is in connection with the 
reorganization. The old Coordination Service was practically elimi- 
nated and there were certain functions such as incentive awards and 
other overall management that requires some additional work in the 
Deputy Administrator’s Office. 

Mr. Putiures. I think we would be = glad to give him money 
for incentive awards but he has it down here as another employee. 

Mr. Ketsry. But there needs to be someone to head up the program. 
That is a part-time function. 

Mr. Pures. Mr. Kelsey, you know you have enough tg down 
there now to take care of all that; have you not? You ask Mr. Stirling 
if he cannot get along competently with the same number of employees 
he had for this year ? 

Mr. Kensry. That is a very much reduced number of people, Mr. 
Chairman. 

Mr. Puuuies. Reduced from 7 in 1953 to 10 in 1954 to 11 in 1955. 

Mr. Ketsry. I am talking about the people who were involved in 
the incentive awards, for example. We do have a reduction in the 
overall estimate. 
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Mr. Pures. That is not what I am looking at and you cannot 
distract my attention no matter how much you try. I am still saying 
that a “reduction” from 7 in 1953 to 10 in 1954 to 11 in 1955 is not 
what this committee calls a reduction. You talk to Mr. Stirling about 
o_* I will make a little mark, a little note on my book about 
that. 

The actual total for both the department and the field in the ad- 
ministration activity is another one of Mr. Kelsey’s reductions. It 
was $15,959,471 in 1953; it is estimated $16,846,000 in 1954; and for 
next year, $16,932,550. Is there any disagreement with that, Mr. 
Higley? Does that not read the same way to you? 

Mr. Hicrry. Of course, in these 2 years we have run into this 
reorganization with a little regrouping. Where you pick up 1 person 
in 1 spot perhaps you have eliminated 1 in another spot. There has 
been a regrouping. For instance, this controller, there is a different 
operating force now. Is that not right? 

Mr. Kersry. Yes. For example—— 

Mr. Puiturrs. The Controller had 118 employees in 1953, 171 in 
1954, and 178 in 1955. 

Mr. Ketsry. That is caused in part by the internal audit group 
which is still growing because we have not recruited to desired 
strength. What the Administrator was referring to also was that 
the old units of organization, such as the old finance setup and per- 
sonnel and supply have been regrouped in the reorganization. 
oe Pures. You are walking right into something, do you realize 
that 

Mr. Keusry. Maybe so. 

Mr. Prius. Will you look down at the bottom where it says total 
departmental? In 1953 you had 3,068 employees and it cost you 
$15,959,471; you had 500 less in 1954 and it cost you more; and you 
reduced it another 200 in 1955 and it cost you still more. Could we 
not give you more people and keep cutting the money again? 


ASSISTANT ADMINISTRATOR FOR ADMINISTRATION 


Mr. Kersey. This reduction in the Assistant Administrator for 
Administration is almost entirely in the lower grades, salaried people. 

Mr. 1,574? 

Mr. Yes, sir. 

Mr. Pures. The ones you dropped were almost entirely lower 
salaried people? 

Mr. Ketsry. Very much so, yes, sir. 

Mr. Puiurs. Put in pages 5, 6, 7, and 8. 

(The justifications referred to are as follows :) 


Requirements for the Office of the Administrator and Staff Services attached 
to this office, with the exception of the Assistant Administrator for Construc- 
tion and staff, are provided for under this heading. The Assistant Administrator 
for Construction is provided for under the Medical Administration and Miscel- 
laneous Operating Expenses appropriation. . 

Due to limited experience under the new organization of the VA the distribu- 
tion of estimated employment among the various organizational elements in 
general administration is necessarily tentative. Operating experience and re- 
alinement of activities within functional areas may demonstrate the necessity for 
changes in the estimated distribution of employment. The overall estimate for 
general administration will require careful planning and performance of only 
the most essential activities. 
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The distribution in employment between departmental and field for 1955 as 
reflected in the above table is based upon the area served by such employees. 
Those employees who service the VA in their functional area on a nationwide 
basis are classified as departmental, whereas those employees whose service is 
limited in area are classified as field irrespective of where they are located. 

Functions carried on under general administration fall into three main eate- 
gories, namely: (1) Executive direction and staff functions; (2) operational 
functions; (3) supporting services. Estimated employment for 1954 and 1955 
is set forth in these categories by organizational elements in the following table. 
Functional statements and estimated requirements for each organizational ele- 
ment are contained in the succeeding part of this section. 


Analysis of employment by function 


Estimated Estimated 


Program & fiseal year fiscal year 
} 1954 1955 
Departmental: 
Staff functions: 
Office of the Administrator 15 15 
Office of Deputy Administrator 10 ll 
Investigation 44 44 
Information Service 13 13 
General Counsel_- 74 74 
Assistant Administrator for Legislation _. 53 52 
Controller 4 171 178 
Assistant Administrator for Administration ._- , A 139 135 
Total, staff 519 522 
Opt rational functions: 
General Counsel, litigation activities 10 10 
Board of Veterans’ Appcals__ 200 200 
Assistant Administrator for Legislation, C ongressional Liaison - - 6 6 
Veterans’ Education Appeals Board. Sid's 17 10 
— ant Administrator for Administration: | 
Office Management Service index 370 370 
Security Service «aie 17 | 17 
Tetal, operational functions. - 710 703 
Supporting services functions: | 
——— Administrator for Administration: | 
Office services 4 532 | §27 
Personnel 4 63 | 63 
242 242 
upply and maintenance 119 
Toul supporting services functions. _- 1,057 1,052 
Total, departmental functions 2, 286 2,277 
Field: 
Staff functions: Information Service. ._ 36 36 
Operational functions: | 
— Administrator for Administration Office Management 
er vice: | 
Teletype net control stations... 49 | 49 
Forms depot, St. Louis. 7- 55 55 
Eastern Publications Depot, Washington, D. C. | 78 | 7 
Total, field functions_- 218 | 218 
Grand total, general administration _- 2, 504 | 2, 495 


| | 
Actual, fiscal Estimated, Estimated, 


Office of the Administrator year 1953 | fiscal a= | fiseal year 


| 1955 
21 | 15 15 
Obligations: | 
O01 Personal services___. | $102, 46 | $102. 045 
02 Travel, employees... 81 | 13, 43 11, 898 


} $143, 323 | $115, 482 $113, 943 


| 
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This estimate provides for the personal services and travel expenses of the 
Administrator of Veterans’ Affairs and the employees of his immediate office. 


Actual, fiscal Estimated, | Estimated, 


Office of the Deputy Administrator year 1953 
Average employment: Departmental. 7 10 
Obligations: 
$67,014 $88, 940 $98, 940 
ee $67,612 $90, 940 $100, 940 


The funds requested for this activity are to provide for personal services and 
travel costs of the Deputy Administrator and his staff. 

The Deputy Administrator is the principal assistant to the Administrator. 
He takes independent action in the name of the Administrator with respect to all 
problems affecting the VA which do not require the Administrator’s personal 
attention and during the absence of the Administrator he is the Acting Admin- 
istrator. 

TRAVEL EXPENSES 


Mr. Pumps. You took a pretty hefty jump in personnel services in 
the Deputy Administrator. That is the one I have been talking about. 
There is a baiter analysis of it on page 8 which shows a marked $10,000 
a year increase for one person added to the payroll. It also shows a 
more surprising jump in the total of employees’ travel. Have you 
anything to say about that? That is a pretty hefty jump from $598 
in 1953 to $2,000. Is that where you have to have more people to do 
the work of those that are traveling? 

Mr. Ketsry. With respect to travel, it is the same as for this fiscal 
year. It apparently is for field meetings or group meetings of one 

ind or another in which the Veterans’ Administration must be 
represented, 
r. Puinurrs. If we would cut that out, we would save ourselves 
a lot of trouble ; would we not ? 

Mr. Hierry. Does anybody know how much of that we have spent 
this year? You cannot tell that yet,can you? It was in 1954. They 
must have justified that last year and all they have done this year is 
continue it. 

Mr. Putuiirs. Your —— go around to all these meetings at a 
cost of $2,000 a year and then some of the veterans’ group officers ask 
them what is going on down here and they say, “Congress has cut the 
Veterans’ budget,” although this committee has not even seen it yet. 

if we do not give you that money we will save ourselves a lot of 
headaches. 
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INVESTIGATION SERVICE 


We will put in pages 9, 10, 11, 12, 13, and 14. 
(The pages referred to are as follows :) 


Actual, fiscal Estimated, | Estimated, 


- fiscal year fiscal year 
year 1953 1954 «1985 
Average employment, departmental. | 44 44 44 
Obligations: 
02 Travel, 21, 947 35, 812 35, 000 
198 338 | 200 
Net total obligations.................-..----.-----+- | 301, 328 | 319, 062 318, 112 


The funds requested for this program provide for the personal services and 
travel costs of the Investigation Service, which, when authorized and directed 
by the Administrator or his designate, directs and conducts special inspections 
and administrative investigations of VA activities and functions at all levels, and 
in addition conducts special inquiries, studies, inspections, and investigations of 
publie and private agencies, corporations, or individuals doing business with the 
VA. The Service is composed of the Inquiry and Evaluation Division, Admin- 
istrative Division, and the Identification and Detection Division. 

The Inquiry and Evaluation Division is comprised of inspector-investigators 
and investigation officers, who carry on the actual investigations which, since 
abolishment of the branch offices in 1949, are conducted on a nationwide basis 
from the central office. 

The Administrative Division is a necessary adjunct of an organization of this 
character and is divided into three sections: Processing and Compliance, Devel- 
opment, and Office Services Sections. It is pointed out that this Division per- 
forms a number of services which have been assigned, but which do not bear 
an essential relation to inspection and investigation functions. The functions 
include the handling of so-called imposter and nonentitlement cases, missing vet- 
erans, and the loss and attempted recovery of VA Forms 4505, identification 
cards used by authorized VA employees. The imposter and nonentitlement pro- 
fram is designed to prevent the granting of monetary and other benefits by the 
VA to persons who, though having service, are restricted by law from receiving 
benefits, as well as those claiming eligibility but who never rendered any military 
services. This program involves an enormous amount of correspondence in the 
development of data to determine the eligibility of such persons, and the publish- 
ing and distribution of a monthly confidential letter to all hospitals and other 
offices of the VA, as well as to other Government agencies, containing the names 
and data concerning the individuals who are not entitled to benefits. This pro- 
cedure has resulted in considerable saving to the Government in the prevention of 
payment of unauthorized benefits to such individuals. The missing veterans pro- 
gram includes the search for veterans whose absence is unexplained and for 
whom there is justifiable and legal reason to search; i. e., veterans with known 
mental disabilities and veterans whose widows and dependents are claiming death 
benefits. This involves considerable correspondence in an effort to develop the 
whereabouts of such veterans, and includes the publishing and nationwide 
monthly distribution of a Missing Veterans Letter in effort to locate such persons. 
The function of coordination of reporting loss, and attempted recovery of lost 
and stolen credentials or identification cards issued to VA employees requires 
considerable correspondence within and without the VA, and the reporting of 
facts to the FBI. 

The Identification and Detection Division renders service to all organizational 
components of the VA in the matter of expert examination of questioned docu- 
ments, handwriting, fingerprints, typewriting, and related matters. Although 
the greater part of the work of this Division is on behalf of services other than 
investigation, the work is so closely allied to the work of this Service that. it is 
the only logical organizational location for this Division. 
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The nature, type, and scope of the investigations are so complex and far 
reaching that it is impossible to furnish or apply any standardized or accurate 
workload factors. However, since Congress has extended the benefits of the GI 
bill to Korean war veterans, it is anticipated that this will undoubtedly generate 
additional investigations, the very nature of which will require the assignment 
of investigators for long periods of time in order to accomplish the involved and 
complicated investigations. It is anticipated that certain deficiencies and/or 
irregularities will require additional extensive investigation of various matters, 
particularly those of an administrative nature. For example, this Service is 
currently engaged in an extensive and full-scale investigation involving alleged 
irregularities in the loan guaranty program at a certain VA office, and it is antici- 
pated that there will be considerable impetus to the investigation program as a 
result of the findings of the investigators. 

The fiscal year 1955 estimate for 44 employees is felt to be the irreducible 
minimum under which this Service can effectively and efficiently operate. In 
the part, this Service has been able to handle their normal workload with fewer 
employees, only because of the intense interest and devotion of the employees to 
their jobs, and because of their ability and willingness to perform extended 
overtime work, while on assignments, each day of the week, including full 
day’s work on Saturdays, Sundays, and holidays, in a cooperative effort to keep 
the workload on a current basis. It is also an established fact, supported by 
official VA records, that this overtime work has been performed on a voluntary 
basis without expectation or receipt of additional compensation, either by way 
of compensatory leave or overtime pay. 

The travel requirements for fiscal year 1955 reflect an increase as compared 
wtih fiscal year 1953. This increase is requested on the basis of the current 
trends as outlined in our justification of funds for personal services, particularly 
in investigations of loan guaranty. It must be pointed out that there is no 
practicable or dependable criteria by which future travel can be accurately 
estimated. As the scope of investigations is entirely unpredictable, allowance 
must be made for the ever-present possibility of large-scale investigations both 
in this country and abroad, which investigations are usually of such serious 
proportion and significance that such operations must not be hampered by lack 
of travel funds. 


Actual, fiseal Estimated, | Estimated, 


Obligations: Vat 
01 Personal ss $204, 622 $296, 745 $206, 745 
10, 517 10, 753 10, 000 
07 Other contractual services A 40, 305 42, 100 40, 000 
08 Supplies and materials._.._...................----...- 2, 187 3, 000 3, 000 
347, 878 | 352, 967 349, 807 


The estimate provides for personal services and travel costs for Information 
Service. It also provides for the cost of radio transcriptions and for the pur- 
chase of newspapers and periodicals. 

The principal functions of VA’s Information Service are: (1) To assemble, co- 
ordinate, and prepare information on all veterans’ benefits for release through 
newspapers, magazines, radio, television, and other information media in order 
to inform veterans and their dependents of their rights and benefits as provided 
by law, and of the methods adopted to administer these rights and benefits; (2) 
to keep the general public informed concerning VA operation, activities, and 
policy through release of general information and the answering of thousands 
of inquiries received from information media, Members of Congress, veterans’ 
organizations, and many other individuals and organizations; (3) to counsel and 
advise the Administrator, his chief assistants, and field station managers con- 
cerning public interest and reactions as they concern the determination of VA 
policy. In performing its functions, Information Service—as a matter of long- 
standing policy—never seeks to “sell” benefits to veterans or dependents, nor 
ever seeks to influence legislation. 
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In promulgating information, Information Service not only helps the millions of 
veterans and their dependents to more fully understand the benefits duly pro- 
vided by law, but also makes unnecessary countless inquiries which otherwise 
would impose an additional administrative workload on other VA oflices and 
services. 

By releasing information designed to bring about a better understanding of 
and compliance with established procedures, thousands of letters and clerical 
actions resulting from a lack of information and understanding can be eliminated. 
In so doing, Information Service virtually can pay for its operation through ad- 
ministrative savings in other operations of VA. 

Most of the benefits provided for veterans of World War II still will be in ef- 
fect through fiscal year 1955. The number of compensation and pension cases 
involving World War I veterans will increase during that fiscal year. For these 
older veterans there will be a continuing need for providing information con- 
cerning changes in laws and regulations pertaining to existing benefits, and in- 
formation in regard to any additional new benefits. 

A major portion of the Information Service work in fiscal year 1954 and fiscal 
year 1955 will be promulgating much-needed information concerning eligibility 
for benefits and the proper benefits procedure to many younger Korean veterans. 
All of the benefits made available to veterans of World War II have now been 
made available to Korean veterans. One of the foremost benefit measures for 
Korean veterans is the so-called Korean GI bill (Public Law 550, signed July 
16, 1952) which provides education and training; guaranteed or insured loans 
for homes, farms, and businesses; unemployment compensation; mustering-out 
pay, and job-finding help. 

By the end of fiscal year 1953, over 1 million veterans of the Korean conflict 
already had been released from service and this number will be substantially 
increased due to the termination of the Korean war. All told, about 4,600,000 
persons have served with the Armed Forces since the start of Korean hostilities, 
and additional thousands are entering service each month. All of these persons 
are potentially eligible for veterans’ benefits, and during fiscal year 1954 and 
fiscal year 1955 the number of such participants undoubtedly will exceed in 
considerable measure the 4,744,000 total American participants engaged in the 
First World War. For veterans of the Korean hostilities there exists the same 
information need that existed for World War II veterans. 

Considering the workload required during fiscal year 1955 in providing in- 
formation which will keep veterans, their dependents, and the general public 
informed, and which will reduce the administrative workloads in other VA 
offices and services, it is considered imperative to employ not less than 49 persons 
in Information Service during fiscal year 1955. 

A sum of $10,000 is requested for Information Service employee travel during 
fiscal year 1955. In order to render the most effective service to VA field-station 
personnel, and to maintain contact with press, radio, and television officials in 
field-station areas, each Information Service field representative needs to visit 
major VA installations in his multi-State area a minimum of at least twice each 
year. To travel less means a decided decrease in effectiveness in a decentralized 

organization such as Information Service. 

Also included in the estimates is a total of $39,000 for preparation of four 
radio-transcription series entitied “Here’s to Veterans,’ and $1,000 for miscel- 
laneous transcriptions. The Here’s to Veterans series is perhaps the Govern- 
ment’s most valuable radio property. These shows are carried regularly by 
2,400 of the Nation's 3,000 radio stations and would be carried by still other 
outlets if additional pressings were available. The only cost to the Government 
for these shows is the preparation of transcriptions. The radio time and the 
recording talent are donated. The estimated value of this donated time and 
talent is approximately $3,500,000. In addition to regularly carrying VA benefit 
information, the Here’s to Veterans programs are made available for the delivery 
of public interest messages by other Government agencies and for the transmis- 
sion of messages concerning such overall Government projects as National 
Employ the Physically Handicapped Week, United Nations Day, and so forth. 

The 1955 fiscal year estimate for the purchase of newspapers and periodicals 
is $3,000. This sum represents some increase over fiscal year 1953, and is re- 
quired because of the constantly increasing subscription rates and the necessity 
for subscribing to addition! publications in order to secure a broader press repre- 
sentation on which to base an analysis of VA information usage and needs. 
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INFORMATION SERVICE 


Mr. Puitiies., Page 12 covers the Information Service. Who is in 
charge of that program ? 

Mr. Kersey. Mr. A. W. Woolford. 

Mr. Pxituirs. Does he need 49 people ? 

Mr. Hiauey. They are scattered throughout the country, a certain 
portion of them. What is that breakdown ¢ 

Mr. Puiiiies. Those are not contact men? 

Mr. No, sir. 


OFFICE OF THE GENERAL COUNSEL 


Mr. Puriuies. Put in pages 15 and 16. 
(The pages referred to are as follows :) 


General Counsel, $538,590 


Estimated, Estimated, 
Actual, fis- | ‘fiscal year fiscal year 
eal year 1953 1984 1955 
ORLIGATIONS 


Under the reorganization of the Veterans’ Administration the General Counsel 
will assume the functions of the former Solicitor’s Office except supervision of 
guardianship and field examination activities. 

For this presentation no attempt is made to present a revised organizational 
structure but justification is presented on the basis of operations during Fiscal! 
Year 1953 which will be assumed. 

1, Office of the General Counsel.—Estimated requirements, fiscal year 1955— 
6 man-years. 

This office is responsible for the professionally satisfactory accomplishment of 
of all legal responsibilities. Personnel requirements remain unchanged from the 
average employment for fiscal year 1953. 

2. Executive Office Estimated requirements fiscal year 1955—32 man-years. 

This Office is responsible for executive and administrative functions in ad- 
dition to the supervision of the Accreditation Service, Law Library, digest- 
research and publications coutrol operations, The functions of this Office will 
require 32 man-years during fiscal year 1955. 

3. Legal Service, general—Estimated requirements fiscal year 1955—19 man- 
years. 

This service renders opinions on all legal matters presented except on loan 
guaranty; provides professional supervision over general legal work of chief 
attorneys; reviews all legal opinions of the chief attorneys on all questions of 
administrative law (including domestic relations) referred to them by managers 
or staff of regional offices, district offices, hospitals and homes; responsible for 
general law questions involving all operational services of the VA; administra- 
tive law; cooperates in preparation of administrative regulations; approval of 
legality of regulations; informal consultation and advice to deputy administra- 
tors, assistant administrators, board of veterans appeals, medical director, etc.; 
makes final disposition of tort claims, if not litigated, and cooperates with the 
Department of Justice in the event of litigation. During the past fiscal year this 
service operated with an average employment of 18, with the assumption of the 
nonoperating activities of the guardianship program 19 man-years will be required 
for fiscal year 1955. 
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4. Legal service, loan guaranty.—Estimated requirements fiscal year 1955, 11 
man-years, 

This service is charged with full responsibility for all legal aspects of the loan 
guaranty program. The legal work in connection with loan guaranty matters 
undoubtedly will continue to increase for an indefinite period particularly as a 
result of the enactment of the Veterans’ Readjustment Assistance Act of 1952, 
which extends loan guaranty benefits to Korean veterans. The enactment of this 
legislation necessitates the promulgation of amended regulations, additional 
technical bulletins and other explanatory directives. This service prepares 
opinions and renders legal advice on all legal questions arising in the loan 
guaranty and insurance program including review of Chief Attorneys’ opinions, 
and also collaborates in litigation (Federal and State courts) arising under the 
program. During fiscal year 1953, 11 man-years were required for this service. 
No change is contemplated for fiscal year 1955. 


5. Legal service, litigation—Estimated requirements fiscal year 1955, 16 man- 
years. 


This service is responsible for maintaining contact and collaborating with the 
Department of Justice on all litigation arising out of the activities of the VA. 
Many civil suits are tried independently (all cases arising in State courts and 
many in Federal courts) or in collaboration with the Department of Justice and 
supervision is maintained of all litigation activities, both civil and criminal in 
the field offices of VA. During fiscal year 1953 this activity was operated with 
un average employment of 11 man-years. With the assumption of the responsi- 
bility for the preparation and presentation of appeals to the Veterans’ Education 
Appeal Board, 5 man-years will be added. This personne] is the same that was 
utilized for this purpose by vocational rehabilitation and education during fiscal 
year 1953. 

02 Travel, employees 


The funds requested are necessary for the attendance of conventions, con- 
ferences and court appearances and are considered to be the minimum 
requirement. 

Mr. Putusuips. Page 15 refers to the General Counsel. Mr. Jonas 
or Mr. Thomas do you have any questions along the lines of the 
General Counsel ? 

Mr. Jonas. Eighty four employees—they are not all lawyers, are 
they? 

Mr. Ovom. Fifty percent. 

Mr. Puinuies. You have a law library and an accreditation service, 


a Psa research and publications control operations. Is that in your 
office ? 

Mr. Opom. Yes, sir. 

Mr. Jonas. On a small scale. 

Mr. Putuurrs. Do you think that is about the proper number of 
lawyers to have in Mr. Odom’s office? I thought you were going 
down; you are coming up five. I thought you were going down this 
year. 

Mr. Opom. We did cut down this year. As a matter of fact, there 
are 4 or 5 in there that were put in but have not been ever realized. 
As a matter of fact, we have 79 at the present time and I do not con- 
sider we will go above that. In the reorganization it was contem- 
plated there would be some more people. 

Mr. Pururs. The chart shows the correct one? All right. 

You are actually justifying 79 for next year. Right? 

Mr. Opom. We have 79 now. We hope we will not have to go be- 
yond it. Actually we justified 81, I believe. 

Mr. Jonas. Are most of the adjudication officers lawyers? 
Mr. Opom. I do not have any adjudication officers? 
Mr. Jonas. What do you do with all the lawyers in your office? 
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Mr. Onvom. We handle all of the legal work of the Government in- 
cluding the litigation which is about 
Mr. Jonas. What kind of litigation? 

Mr. Opom. State and Federal courts. 

Mr. Jonas. What sort of litigation? 
attorney’s office handled the litigation. 

Mr. Ovom. They handle litigation now, matters involving the Fed- 
eral Government in the Federal courts. We handle the litigation in 
State courts and we assist the Department of Justice in litigation in 
the Federal courts. But insurance cases, tort cases, the loan guaranty 
cases—— 

Mr. Jonas. How many cases did you handle last year? 

Mr. Opom. T have a breakdown here. Perhaps you would like me 
to give all of them. On the formal opinions rendered by the office, 
36,702. Criminal cases that we referred to the Department of Justice, 
1,782. Civil litigation, 800 cases. Torts, 198 cases. Loan guaranty 
matters, 3,851. There is a breakdown there by years if you wold like 
to have it. 

Mr. Tuomas. Mr. Jonas, by way of comparison it might be well to 
point out a little distinction between the VA legal department and 
that of ODM headed by Dr. Flemming. Dr. Flemming has 5 lawyers. 
The top lawyer is grade 18: the next one is grade 17; the next one is 
grade 16 and then two grade 15’s. VA will have conservatively 500 
times as much work, legal work, as ODM will have. The top pay of 
the Veterans’ Administration is one grade 17, and then you drop to 
grade 15’s. Just by way of comparison, the record might well show 
it. 

Mr. Ovom. Just to brag a little bit, when I became Solicitor in 1939 
I had 145 people. 

Mr. THomas. Don’t talk yourself out of a case. 

Mr. Ovom. We reduced that to 79 and we do 10 times the work 
today as we did in 1939. 

Mr. Puiiures. At the bottom of page 16, Mr. Odom requests funds 
in the amount of $4,000 for the attendance of conventions, conferences, 
and court appearances. Is that all right with you lawyers? 

Mr. Jonas. How much for conventions and how much for court ? 

Mr. Onom. I can give you a pretty good estimate of that. There 
was only one person who goes to conventions and that is myself. So 
that that would probably be $500 to conventions and the rest to— 
the rest of it is all for courts, including travel for witnesses and 
lawyers. 


T thought the United States 


BOARD OF VETERANS’ APPEALS 


Mr. Pures. Put in pages 17, 18, and 19. 
(The pages referred to follow :) 


Estimated Estimated 

Actual, fiscal 4 

Obligations by object ’ year fiscal vear 

year 1968 1954 1955 
Obligations: 

220 $1, 704, 864 $1, 725, 820 $1, 725, 820 
718 8, 510 5, 000 
1, 706, 865 1, 735, 1, 731, 836 
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The estimates for this service for the fiscal year 1955 include the cost of 
personal services and employee travel essential for the disposition of appeals 
filed by veterans and other claimants in connection with claims for benefits under 
laws administered by the VA. The Board of Veterans Appeals is a staff organi- 
zation composed of the Office of the Chairman, Sections of the Board, the Con- 
sultant Service, and Appeals Operations. By satutory provision determinations 
by agencies of original jurisdiction of the VA (i. e., VA field offices), on claims 
for benefits administered by the VA, are subject to the right of appeal (by the 
elaimant, the accredited representative, or by designated officials of the VA) to 
the Board of Veterans Appeals for final appellate determination. 

The workload of this organization is determined by the number of appeals filed 
by veterans or other claimants at the offices of origina! jurisdiction. 

The principal product is the appellate decision, which should set forth in 
writing a citation and analysis of the evidence in the case; the Board’s decision 
and the reasons for the decision. This should be done after conducting a hearing, 
if requested ; after such further development of the evidence as should be under- 
taken; and after such research and study as may be required for proper con- 
sideration of the question raised, 

The personnel available during the past year has not heen adequate. In 
many cases it has been necessary to resort to abbreviated decisions, omitting 
analysis of the evidence and even, in some cases, omitting the exact citation of 
the evidence. While the evidence is studied and analyzed sufficiently to permit 
of a conclusion, it has been necessary to omit reasons for the decision in order 
to maintain reasonable currency and prevent an excessive increase in the back- 
log. Moreover, it has been found impossible, with the personnel available, to 
engage in all of the research that should be conducted in the many problem cases 
that reach the Board. There have been several unfortunate results. After a 
veteran and his representative have expended time and effort in the preparation 
of a detailed, extensive discussion of the evidence in the presentation of an appeal, 
they regard it as casual treatment, to say the least, if the Board disposes of the 
appeal without analysis of the evidence or a reasoned decision. Their reaction 
to this treatment produces what may be termed a collateral workload ; they write 
and ask whether certain evidence has been studied; whether certain medical 
principles have been considered ; whether certain laws are for application. These 
inquiries and complaints engage clerical and professional services for reply which, 
however skillfully prepared, lacks the effectiveness which would have attached 
if a reasoned decision had been prepared in the first place. 

A board of final appellate jurisdiction requires sufficient personnel to enter 
decisions which are adequate, in the sense that one who reads a decision may 
understand the reason for the conclusion reached. With 298 employees in fiscal 
year 1953, the number of cases disposed of was 49,658, an annual per capita rate 
of 166 cases. That is excessive, with the cases increasing in complexity as to 
volume of evidence as well as character of issues presented. The per capita rate 
should not exceed 130 cases per annum. But even with the excessive annual per 
capita rate of 166 cases, the backlog of appeals actually in readiness for appel- 
late review increased by approximately 900 cases during the year. 

At the end of fiscal year 1952 there was a backlog of 7,748 cases certified to the 
Board which increased to 8,613 by the end of fiseal year 1953. A mounting back- 
log inereases the time elapsing between appeal and decision, and creates an addi- 
tional problem of replying to inquiries from veterans and their representatives 
as to when cases will be decided. There is no indication that any reduction can 
be anticipated in the number of cases which will be developed and certified by 
the offices of original jurisdiction, therefore during both fiscal years 1954 and 
1955, approximately 50,528 cases will be certified to the Board. 

The 290 man-years provided by available funds for fiscal year 1954, working 
at the excessive per capita rate of 166, will result in action on only 48,140 which 
will increase the backlog by approximately 1,000. 

The request herewith submitted for fiscal year 1955 will enable the Board to 
only maintain the present level of operations. 

This estimate does not contemplate any changes in the present VA_ policy 
which would result in rating changes for veterans presently on the roll. If 
such should occur, the Board will receive a substantial increase in appeals which 
could not possibly he handled with the personnel requested. 

In reaching an estimate as to the personnel needs of the Board of Veterans’ 
Appeals, it has been essential to keep in mind that, in view of its position as the 
agency of last resort, in the adjudication program, the utmost should be done to 
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make available sufficient personnel to accord at least a reasonable period of time 
to the study of the many individual complex cases reaching it for final determi- 
nation. 
Travel, employee 

The estimated expenses for travel are to cover the acquisition of new em- 
ployees by transfer, visits of traveling sections of the Board to field stations 
for the purpose of conducting hearings and deciding appeals, travel by the 
office of the Chairman and by the Field Appeals Operation Division for analysis 
of pending appeals and clarification of field procedures in field offices. During 
fiscal year 1953. the workload was such that personnel was not available to 
conduct this program. There has been an increasing demand for visits of 
traveling sections to field stations and the need for visits to field offices for 
analysis of pending appeals and clarification of appeals precedures has also 
inereased. Visits deemed to be essential will, therefore, be conducted during 
the fiscal years 1954 and 1955. 


ASSISTANT ADMINISTRATOR FOR LEGISLATION 


Mr. Puiuies. Who is the Assistant Administrator for Legislation / 
Mr. Hietey. That is Mr. Birdsall. 

Mr. Putuies. Put in pages 20 and 21. 

(The pages referred to are as follows:) 


Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1953 1954 1955 
Average employment: departmental. 58 59 58 
ORLICATIONS 


The funds requested for this activity are to provide for the personnel re- 
quired (1) to prepare, supervise, and coordinate matters pertaining to pro- 
posed legislation; Executive orders and proclamations affecting the VA, and (2) 
to assist and advise Members of Congress and their staffs relative to veterans’ 
claims for benefits. In addition to personal services, travel funds are requested 
to enable the Assistant Administrator for Legislation or his representative 
to attend conventions of the major service organizations, and for travel by the 
Assistant Administrator as directed by the Administrator. 

The Legislative Projects Services prepare and coordinate reports to com- 
mittees of Congress, the President, Bureau of the Budget, and other executive 
agencies; draft proposed legislation, Executive orders, and proclamations, and 
prepare justifications therefor; prepare testimony and supporting data; conduct 
studies on proposed legislation, prepare legislative publications ; and attend con- 
zressional hearings, including collaboration and cooperation with committees, 
and interdepartmental conferences on proposed legislation. 

The Congressional Liaison Service administers, controls, and supervises con- 
gressional liaison activities which consist of (a) furnishing assistance and 
advice, with respect to benefits provided under laws administered by the VA, 
to Members of Congress and their secretarial staffs, and to veterans, their de- 
pendents, and beneficiaries referred by Members of Congress; and (b) promot- 
ing the prompt and efficient processing and adjudication of claims brought to 
its attention. This Service also maintains liaison at the Capitol and Senate and 
House Office Buildings as directed by the Administrator and Assistant Admin- 
istrator for Legislation, to keep the Administrator and his principal assistants 
informed of matters if importance to the VA. 

Due to the nature of the functions and activities of this Office it is not 
possible to arrive at a work unit which would be of practical value in determin- 
ing personnel requirements. 
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Extensive service from legislative records and research was rendered Assist- 
ant Administrators and others within the VA, particularly as to the status 
and progress of pending legislation. In addition, there were prepared for the 
use of the Congress, VA, and others in connection with legislation, numerous 
documents; pamphlets explanatory of the privileges, rights, and benefits of 
veterans of the various wars, and their dependents; pamphlets setting forth 
certain basie laws with amendments to date, e. g., Servicemen’s Readjustment 
Act of 1944, anl the act establishing the VA Department of Medicine and 
Surgery; and charts analyzing compensation and pension rates, eligibility 
provisions, ete., of the laws administered by VA; as well as comparative 
charts showing variations in rates, ete., applicable to veterans of the various 
wars and peacetime veterans, and their dependents. 

Congressional liaison activities were continued during fiscal year 1953, through 
a special staff with offices in the House Office Building to advise and assist 
Members of Congress and their staffs concerning claims for benefits by veterans 
and their dependents under laws administered by the VA and related matters. 

The average employment for this office for fiscal year 1953 was 58. The 
fiscal year 1955 estimate represents present on duty strength (which is deemed 
an essential minimum) plus one position represented by the Director, Congres- 
sional Liaison Service, who is now on active military duty with reemployment 
rights. Barring an unforeseen workload in that fiscal year it is believed that 
the functions of the Office can be carried out under this conservative estimate. 

The amount of $600 estimated for travel for fiscal year 1955 will be required 
for the purpose of attendance at national conventions of certain service organi- 
zations and for travel by the Assistant Administrator as directed by the 
Administrator. 


Mr. Puiwwirs. Why do you need that much money? 

Mr. Brrpsatt. That is a reduction of one and we hope by our plan- 
ning in reference to filling vacancies to live within that number. We 
have a heavy load, as you know. We average from 80 to 100 hearings 
requiring attendance of the office. I have 16 attorneys out of this 
total group. 

Mr. Puitutrs. That is in effect congressional liaison? Why do you 
need 58 people for that? 

Mr. Brrosau. It is not entirely that. The 16 attorneys are engaged 
in handling legislative reports and technical legal aspects of legis- 
lative matters, Executive orders, and proclamations and hearings. 
The liaison people are stationed over on the Hill and work on claims 
and complaints or requests for information. 

Mr. Pumurrs. Are they part of the 58? 

Mr. Yes. 

Mr. Putitirs. How many of them are there? 

Mr. Brrpsati, I have that here. Congressional liaison, the total 
is 6 on the House side, 4 for the Senate side, and 4 in the Director’s 
office; 14 altogether. 

I have the historical office also, legislative historical records and 
research, where there are clerical people and a few stenographers. 


VETERANS EDUCATION APPEALS BOARD 
Mr. Puinurs. Turn to page 22, which you can put in together with 


page 23. 
(The page referred to is as follows :) 
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Veterans Education Appeals Board, $113,582 


Actual, fiseal| Estimated, | Estimated, 


year i965 | Zeer | focal year 
Average employment: Departmental. 17 17 10 
Obligations: 
01 Personal $114, 571 $111, 813 $66, 390 
5 


07 Other contractual services... ............--..---.---.. 45, 143 54, 000 35, 000 
15 Taxes and assessments. 267 2 


Net total obligations. =.=. 168, 172 182, 236 | 113, 582 


The Veterans Education Appeals Board was established by Public Law 
610, Sist Congress, for the purpose of hearing and settling disputes between the 
Veterans’ Administration and schools engaged in the education and training of 
veterans. The law provides that any educational or training institution which 
is dissatisfied with a determination of a rate of payment for tuition, fees, or 
other charges or with any other action of the Administrator under the amend- 
ments made by the Veterans’ Education and Traning Amendments of 1950, shall 
be entitled, upon application therefor, to a review of such determination or 
action (including the determination with respect to whether there is a customary 
cost of tuition) by a Board to be known as the Veterans Education Appeals 
Board consisting of three members appointed by the President. The Board is 
subject to the provisions of sections 5 to 11 of the Administrative Procedure 
Act, approved June 11, 1946, as amended. Hearings are conducted by hearing 
examiners who render initial decisions which are subject to further appeal to 
the Board. 

As of June 30, 1953, there had been filed 497 appeals from educational insti- 
tutions, 360 of which had been finally adjudicated, 4 were inactive (disposition 
of inactive cases in most instances can be accomplished without formal hearings), 
and 133 remained to be decided on the basis of hearings and the administrative 
record in the case, 

It is estimated that the staffing requirements for the first half of fiscal year 
1955 will be approximately the same as the fiscal year 1953 average in order to 
accomplish the majority of the pending workload. The man-year requirements 
for the last half of fiscal year 1955 operations are expected to be reduced 
approximately 50 percent. Thereafter the Board will operate with only a 
minimum staff to provide services in compliance with law. 

Since the law requires that places of hearings be fixed with due regard to 
the convenience of the parties, it is expected that most of the hearings will be 
held at places other than Washington, D. ©. It is estimated that $8,500 will be 
required for hearing examiners for travel to places of hearing and return. 
Also included in the estimate is $3,500 for travel of Board members from their 
homes to Washington, D. C., and return and other Board travel which may be 
required. 

The estimate for other contractual services includes $35,000 to cover the cost 
of court reporting services, provided under contract, and for salaries of hearing 
examiners on detail from other Federal agencies. 

Tell me how long this is going to last where you have to keep up 
a Veterans Education Appeals Board, the purpose of which is to hear 
and settle disputes between the Veterans’ Administration and the 
schools engaged in the education and training of veterans? 

Mr. Hietry. They are on the way down. They are on the way 
out. That is what it amounts to. 

Mr. Jonas. Down from last year? 

Mr. Patties. Down seven from last year. 
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VA CONTROLLER 


Pages 24, 25, 26, 27, 28, and 29 should be inserted. 
(The pages referred to are as follows :) 


VA Controller, $1,173,366 


Estimated Estimated, 
Obligations by object Actual, || fiscal year’ | fiscal year 
1954 1955 
Average employment. -...........--.-------------------------- 118 171 178 
Obligations: 

$702, 142 $1, 059, 992 $1, 103, 056 
ee 61, 041 63, 075 70, 000 
763, 463 1, 123, 710 1, 173, 366 


The following table shows the estimated average employment for the immediate 
Office of the Controller and each service for the fiscal year 1955: 


Average 


employment 


The following functional statement describes the principal activities of this 
organization : 


OFFICE OF THE CONTROLLER 


Formulates, upon consultation where appropriate, with heads of operating 
departments, and recommends to the Administrator general policies and plans 
of VA-wide application pertaining to the following activities: 

(a) Fiscal, accounting systems, budgetary and audit activities. 

(b) Basic report structure for top management use. 

Advises and assists the heads of the program departments and other top 
officials in connection with these activities, and appraises for the Administrator 
the effectiveness and economy of these activities. 

Interprets for the Administrator and staff and operating officials, laws, regula- 
tions, decisions, and directives of other governmental bodies concerned with 
budgetary and financial matters. 

Reviews and analyzes estimates and prepares consolidated budgets of the VA; 
maintains the general financial books of the VA, and agency-level controls over 
the expenditure and collection of funds. 

Serves as the principal representative of the VA with the Bureau of the 
Budget, the Congress, the Treasury Department, the General Accounting Office, 
and other Government agencies on budget, appropriation, accounting, and all 
other fiscal matters, and provides for VA participation with other Government 
agencies, international groups, and nongovernmental activities in controller 
matters in which the VA has an interest, collaborating with the heads of operating 
departments as necessary. 

Conducts a comprehensive program of internal audit of all activities of the 
VA, evaluates effectiveness and provides technical advice and assistance as 
required. 

Controis all reports subject to the Federal Reports Act. 
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Consolidates financial and statistical reports of the program departments to 
the extent required by the Administrator or required by other agencies. 

Conducts special studies of fiscal, accounting, and budgetary matters, including 
costs and financial results of operations, 


BUDGET SERVICE 


Prepares the agency appropriation estimates for the Administrator. 

Provides liaison between VA and the Bureau of the Budget. Assists in pre- 
senting and justifying the appropriation estimates before the Bureau of the 
Budget and the Congress. 

Guides the operating departments and staff services in the formulation of 
their appropriation estimates and the control of allocated and allotted funds. 

Controls the allocation, apportionment, and transfer of appropriated funds 
to operating departments and staff services. 


POLICY AND PLANNING SERVICE 


Formulates and recommends to the Controller General policies and plans of 
VA-wide application pertaining to the following: 

(a) Fiseal, accounting, auditing, and budgetary activities. 

(b) Plans, principles, procedures, structures, and systems relating to VA-wide 
fiscal, cost, operating, and property accounting. 

(c) Expenditure and collection of funds administered by the VA. 

(d) Uniform terminology and classification and formulation of fiscal and 
accounting systems, directives and instructions for the above areas. 

(e) Uniform financial policies for construction, supply, direct loans, guaranteed 
loans, personal services, insurance, contract financing, advance payments, and 
partial and progress payments. 

(f) Budget and fiscal organization of the VA to assure that it is consistent 
with an effective toward accomplishing the objectives being sought. 

(g) Improved management systems and procedures in fiscal, accounting and 
budget areas designed to effect economies and facilitate VA operations. 

(h) Cost standards and other work measurement systems and benchmarks 
which help to show relationships between programs, indicate effectiveness of 
operations or otherwise assist in the evaluation of performance or the determina- 
tion of fiscal and budgetary requirements. 

(i) Career and personnel development in the fiscal, accounting, auditing, and 
budgetary fields, including such areas as specialized education, in service train- 
ing, establishment of promotion ladders, and appropriate patterns of quali- 
fications. 

Advises and assists the heads of the program departments and other top 
officials in connection with these activities, and appraises for the Controller 
the effectiveness and economy of these activities. 

Develops analyses of fiscal, accounting, auditing, and budget problems and 
programs of the VA. 

Coordinates and advises the Controller as to the probable additional cost of, 
or savings from changes in VA plans. 

Cooperatively develops appropriate patterns for the establishment of pilot 
installations, promotes extension of proved patterns and follows up on perform- 
ance to assure continuing improvement in economy and effectiveness. 

Conducts surveys and special projects, where needed, to analyze specific fiscal, 
accounting and budgetary management problems and recommends concrete action 
to correct deficiencies. 

Conducts and coordinates such Controller type projects as do not fall within 
the assigned functions of the other services in the Office of the Controller and, 
as necessary, advises and assists the other Service Directors in any area. 

Maintains liaison and acts in cooperation with the Treasury Department, 
General Accounting Office, and Bureau of the Budget on financial, accounting, 
budget, and audit policy and related matters. 


AUDIT SERVICE 


Develops a program for and performs financial and budgetary management 
audits of all programs and activities of the VA to determine: (a) the adequacy 
of operational performance, internal control, and fiduciary integrity, (b) the 
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reliability of accounting and statistical data developed within the organization, 
(¢) that the financial cost, and other statements and reports afford full dis- 
closure of the results of the organization’s operations, (d) the extent to which 
assets of the organization are properly accounted for and safeguarded from 
loss of all kinds, (e) the propriety of budgetary actions and financial trans- 
setions, and (f) whether the actions and transactions are in compliance with 
VA policies and procedures designed to effect sound accounting control, and with 
laws and regulations under which the VA is required to operate. 

Performs such other financial examinations and surveys as may be directed by 
the Controller. 


ACCOUNTING 


SERVICE 


Maintains the general financial agencywide control accounts of the VA. 
Develops the consolidated balance sheets and financial statements of the VA. 
Controls cash balances and funding transactions between departments, VA 

and Treasury. 

Process administrative accounting matters applicable to the entire agency. 


REPORTS AND SYATISTICS SERVICE 


Coordinates the types of fiscal and statistical information and reports required 
by the Controller for top management use and analyzes data to ascertain financial 
progress in terms of obligations, expenditures, and costs; reports on significant 
trends and conditions reflected therein. 

Reviews, analyzes, and develops comparisons of financial and cost data of 
the VA with comparable information obtained from other Government depart- 
ments and agencies, and from commercial and industrial organizations. 

Assembles background and special fiscal information and statistical data for 
use by the Controller and other key officials of VA and for congressional com- 
mittees on various operational subjects, incorporating in consolidated and sum- 
mary form or in detail as may be required. 

Prepares fiscal and statistical reports, develops special statements, charts, 
and graphs as required in support of budget presentations. 

Reviews and controls all reports subject to the Federal Reports Act and main- 
tains liaison with the Bureau of the Budget in respect thereto. 

Develops principles and standards for the purpose of coordinating the statisti- 
cal programs of the VA internally and coordinates the VA statistical programs 
with those of other Government agencies; furnishes guidance to all elements of 
the VA on standardization concepts, terminology, and statistical methods and 
techniques in respect thereto. 

Consolidates the annual report of the Administrator. 

Develops, coordinates, analyzes, and interprets statistics which can be used 
to measure progress of VA programs and activities, pointing out problem areas, 
bottlenecks, and deficiencies. 

Formulates, in coordination with the Information Service, plans pertaining to 
the quality and consistency of statistical information to be released to the public, 
arranges for a routine flow of information for that purpose and provides 
statistical data on VA programs requested by other agencies, organizations, or 
individuals. 

Analyzes current economic conditions to evaluate and interpret the significance 
of economic fluctuations and special developments and their effect on VA 
programs, 

Works with other offices of the VA and with other agencies of the Government 
in the development and analysis of data of economic significance concerning VA 
programs and activities with particular respect to projections and forecasts of 
expenditures, fiscal programs, and economic trends; maintains liaison with the 
Bureau of the Budget and other governmental agencies on questions of the impact 
and the interaction of the VA programs on the national economy. 

Maintains liaison with the Department of Defense, and with other agencies, 
for the receipt of data on Armed Forces strength, accessions, and separations: 
arranges to obtain data from all available sources for use in preparing estimates 
of the current and projected veteran population; uses internal and other facili- 
ties, and makes necessary special studies or arranges to have such studies made. 
'o cbtain information on the geographical distribution and the economic and 
demographic characteristics of the veteran population and the families of veterans. 
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Mr. Puturrs. This is another one of those Kelsey “reductions”: 
118 employees in 1953, 171 in 1954, and 178 in 1955. That is a jump 
of $1 million in money in 2 years. 

Mr. Kexsry. The reason for that is the internal audit which we 
are only beginning to staff. It was organized after the appropriation 
bill was signed. 

Mr. Puisuirs. You know the old joke about the politician who was 
making a speech and he said, “Cost what it may, we must economize.” 

That was not it, was it, Mr. Kelsey ? 

Mr. Ketsey. No, sir. 

Mr. Pures. Where are there going to be savings in this reorgani- 
zation if what we have to do is supply all these people with additional 
employees ? 

Mr. Hiciry. We have made some savings as you can see by the over- 
all figures but there is still a lot of work to be done. 

Mr. Puriures. $307 million. One million dollars, Mr. Kelsey; that 
is a lot of money. 

Mr. Hietey. There is not any less work, you know. It is a case of 
trying to get better production per person under a better arrangement. 

Mr. Prmures. The Assistant Administrator for Administration, 
pages 30 and 31. 

fr. Baker. The Assistant Administrator for Administration will 
be up here tomorrow, if you want to defer that, starting on page 30. 


Mepicat ADMINISTRATION AND MisceLLANeous Orrratine Expenses 
Amounts available for obligation 


| 


| 1953 actual | 1954 estimate | 


1955 estimate 


Appropriation or estimate (obligations incurred) $14, 870, 400 $14, 654, 000 

Comparative transfer from— 
“Administration, medical, hospital, and domiciliary serv- 


“General operating expenses, Veterans Administration”. 
Comparative transfer to ‘Major alterations, improvements, 
and repairs, Veterans —172, 015 —312, 500 |--....... 
15, 299,003 | 15, 031, 321 14, 654, 000 


Obligations by activities 


Description 1953 actual | 1954 estimate | 1955 estimate 

1. Medical, hospital, and domiciliary administration ______- $7, 714, 771 7, 223, 621 $6, 889, 000 
2. Administration of the construction program .._________-- 1, 092, 500 1, 007, 700 965, 000 
3. 5, 081, 483 5, 500, 000 5, 500, 000 
4. 1, 400, 249 1, 300, 000 1, 300, 000 
15, 299, 003 15, 081, 321 14, 654, 000 
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Obligations by objects 


Object classification 1953 actual | 1954 estimate | 1955 estimate 
Total number of permanent positions .-................__...- 2,108 2,177 2, 166 
Full-time equivalent of all other positions_.._.......__....___. 6 23 1 
Average number of all employees. 2,902 2,117 2,143 
salaries and grades: 
schedule grades: 
$4, 786 $4, 731 $4, 688 
Average grade... GS-6.8 GS-6.7 GS-6.6 
Crafts, protective, and custodial grades: 
Average $2, 941 $2. 941 $9, 049 
Ungraded positions: Average salary..........-.......-__- $11,117 $11,117 $11, 129 
01 Personal services: 
Permanent $10, 398,995 | $10,623,006 | $10, 76.2, 200 
Other positions. -.......- 458, 399 628, 000) 513.565 
Regular pay in excess of 52-week base.___....._._____. 40, 096 40, 815 4. 600 
Payment above basic rates........-.-...--.-------.... 9, 91 11, 800 10,000 
’ 
Total personal services............---.-------------- 10, 817, 431 11, 303, 621 11, 268, 365 
02 Travel: 
Employee . - ae cre 586, 659 855, 000 834, 388 
03 Transportation of 27, 964 26, 560 oR, 
05 Rentsand utility services.............--...-....-........ 3, 766 8, 000 8.117 
07 Other contractual services. ....-.........-...----.. 2, 388, 455 1, 618, 100 1, 274,711 
09 Equipment... 697, 364 479, 840 491, 320 
13 Refunds, awar 2,000 
Subtotal. ..........---.-----..- ee 15, 313, 253 15, 046, 321 14, 670, 000 
Deduct charges for quarters and subsistence -____..-.....__._. 14, 250 15, 000 16, 000 
Total obligations... 15, 299,003 | 15, 031, 321 14, 654, 000 


Analysis of expenditures 


Unliquidated o 


Obligations incurred during the year 


Deduct: 


Adjustment in obligations of prior years 
Unliquidated obligations, end of year 


Total expenditures 
Expenditures are distributed as follows: 


Out of current authorizations 
Out of prior authorizations 


bligations, start of year.......____- 


1953 actual | 1954 estimate | 1955 estimate 
$2, 230, 400 
ing $14, 870, 400 14, 654, 000 
a | 14, 870, 400 16, 884, 400 
2, 230, 400 2, 209, 400 
12, 640, 000 14, 563, 000 
eee 12, 640, 000 12, 463, 000 
2, 100, 000 
| 


Mr. Puituirs. Put in pages 187 and 188, which is the explanation 
of the medical administration and miscellaneous operating ex- 
penses, by objects, which shows a general reduction of $216,400. I 
think we have discussed most of those things this morning. 

(The pages referred to are as follows:) 


| 
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Medical administration and miscellaneous operating expenses, $14,654,000 
OBLIGATIONS BY PROGRAMS 


— 
| | Increase 
Actual, | Estimated, | Estimated, (+) or de- 
fiscal vear | fiscal year | fiscal year |crease (—), 
1953 1954 1955 1955 over 
1954 
PROGRAM 
Department of Medicine and Surgery ___- $7,714,771 | $7, 223,621 | $6,889,000 | —$334, 621 
Assistant Administrator for Construction. - 1,092, 500 | 1, 007, 700 965, 000 —42, 700 
5, 105.733 | 5,515,000 | 5, 516, 000 +1,000 
15, 313, 253 | 15,046, 321 | 14,670,000 —376, 321 
Less: and laundry. —14, 250 —15, 000 —16, 000 —1, 000 
15, 299, 003 | 15,031,321 | 14,654,000 —377, 321 
Less: Transfer from general operations expense appro- 
Plus: Transfer to “Major paisanaiae improvements, 
and repairs’’ appropriation. +172,015 | +312, 500 —312, 500 
Total appropriation or estimate... 14, 995, 901 | 14, 870, 400 14, 654,000 —216, 400 
OBLIGATIONS BY OBJECTS 
| Increase 
Actual, | Estimated, | Estimated, | (+) or de- 
| fiscal year | fiscal year | fiscal year | crease (—), 
| 1953 954 | 1955 | 1955 over 
| | 
| | 
OBJECT 
Average employment. 2,097 | 2, 129 | +32 
Medical research. 788 868 | +80 
Other_ 1, 309 | 1, 261 —48 
01 Personal services. #10, 817, 431, $11, 303, 621 |$11, 268, 365 | 
Consultants oy (434, 599 (524, 500) (461, 165) 
021 Employee travel 855,000 | 834, 388 | 
022 Beneficiary travel 185 +185 
032 Transportation of things, other 27, 964 26, 560 28, 658 +2, 008 
05 Rents and utilities_ 3, 766 8, 000 8,117 +117 
07 Other contractual services. 2, 388,455 | 1,618,100 | 1,274,711 | —343, 389 
08 Supplies and materials. 774, 561 729, 800 | 737, 7 +7, 906 
09 Equipment__- | 697, 364 479, 840 491, 320 | +11, 480 
13 Refunds, awards, ete 2,000 | +2, 000 
15 Taxes and assessments _ - | 14, 946 25, 400, | m4, 460 —940 
Total gross. 15, 313, 253 15, 046, “321 | 14, 670, 000 a | —376, 321 
Less: Q. 8. and L_ 14, 2 15, 000 | 16, 000 | —1, 000 
Subtotal : 15, 299, 003 | 15, 031,321 | 14,654,000 | —377, 321 
Less: Tran:fer from ‘General operations expense” } 
appropriation... } 475, 027 -| 473, 421 
Plus: Transfer to ‘Major alterations, improv ements, | 
and repairs” appropriation. .| 172,015 | 312, 500 | —312, 500 
Total appropriation or estimate... __. ....-| 14,995, 991 | 14, 870, 400 | 14, 654,000 | —216, 400 


SCHEDULE FOR OPENING AND CLOSING OF VA HOSPITALS 


Mr. Pours. I want to get clear on the record your schedule for 
opening hospitals. Page 190 will show that. Will there be any 
changes in that since this page was printed ? . 

Mr. Scnoen. We have a complete breakdown on it; do you want to 
put that in the record ¢ 

Mr. Puiuies. Put it in following page 190. 

(The pages referred to are as follows :) 


The following table shows in detail the number of hospitals operated during 
fiscal year 1953 and anticipated changes during fiscal years 1954 and 1955. 
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Number of installations 


Fiscal year 1953 


Fiscal year 1954 


| Fiscal year 1955 


Aver- Oper- } 
Pype ofstation | age ating | Tie: 
| fiseal | June } A 
year 30. 


1953 | 


| Aver- | Oper- 


e | ating 
= | fiseal | June = 
year ‘ 


NP hospitals. 
TB hospitals... - 20 
GMS hospitals-.. 103 8 


Total, hospi- | 


Domiciliaries_. 


Total num- 
r of in- 
stallations? | 161 
Outpatient clinics | 
Mani- 
70 


} 
| 

165 | ll 
| 


tals ?.....- 158 | 162 | 


70 


G. M. and 8. hospitals 


? Based oa construction schedule, Sept. 30, 1953. 


1 Includes 14 domiciliaries, one of which is combined with a TB hospital, and 13 which are combined with 


VA hospital count based on Sept. 31, 1953, construction schedules 


Hospital 


Type of 
hospital 


June 30, 1952 (end of fiscal year 1952) 
Opened during fiscal year 1953, total 
Salt Lake C ity, Utah 


New Orleans, La. (new) 


East Orange, N. J__. 
Kansas City, Mo 
Atlanta, Ga.i 


Philadelphia, Pa 
Birmingham, Ala 
West Haven, Conn___..___- 
Indianapolis, Ind.’ 
Syracuse, N. Y 
Closed during fiscal year 1953, ‘total. 
West Roxbury, Mass.? 
Springfield, Mo 
New Orleans, La. (old)__ 
Chamblee, Ga 
Fort Harrison, Ind_. 
June 30, 1953 (end of fiscal year 1953) 7 
Opened during fiscal year 1953, total 
Chicago, (West Side), Tl 
Oklahoma City, Okla. (new) 
Broawtems 
Ann Arbor, Mich. 
West Roxbury, 
Pittsburgh, Pa 
Chicago (research), [ll 
St. Louis, Mo 
Cincinnati, Ohio. 
Closed during fiscal year 1954, ‘total 
Oklahoma City, Okla, (old) 
June 30, 1954 (end of fiscal year (1954) 


Open during fiseal year 1955, total... 


NP 


Jefferson Barracks, 
Pittsburgh, Pa 

New York, N. Y... 
Senuiveda, Calif 


Jefferson Barrac ks, Mo? 
June 30, 1955 (end of fiscal year 1955) 


| 


} 


| 
| 


GM&«&Ss 
GM & 8. 


closing date } 


Sept. 4, 1952 

Sept. 9, 1952 

Sept. 30, 1952_..___| 

Oct. 1, 1952 

| Oct. 16, 1952_- 
Oct. 26, 1952 
Jan. 2, 1958 

| Mar. 16, 1953 

| Apr. 6, 1953 

Apr. &, 1953 

June 2, 1953 

June 10, 1953 


July 10, 1952 
Aug, 29, 1952 
Sept. 9, 1952 
Oct. 16, 1952 
June 2, 1958 


Sept. 1, 1953. 
Sept. 14, 1953 
Oct. 6, 1953 


| 


Closed during fiscal year 1955, total.........|..-.-------- 


| 


Oct. 12, 1953 
Oct. 15, 1958 

do 
Novy. 25, 1953 
Dee. 7, 1953 
February 1954 
June 1954 


Sept. 14, 1953 
Oct. 18, 


July 
d 
August 1954_ - 
...do 


uly 1954 
anuary 1955. 


| | 
Opening or |Constructed| Number of 


July 10, 


capacity | hospitals 


| +13 
| | 
| 


= 


162 
+10 


! Reopened after conversion of hospital. 
? Closed for conversion 
* Conversion from GM & S to NP. 


7 | 
| Aver- | 
in age ating 
fiscal | June 
year | 30, 
1953 | 1954 1954 1955 1955 
| 
37 38 | 2 | 40 40 
{ | 2} 109 112 1 | 2 112 | 111 
4 2 167 171 | 3 | 2 173 172 
a}... 3 3 3 3 3 
| | | 
2; 170 174 3 | 2 176 175 
| 
---+| 70 70 70 
i 
— 
| ssoes 
cares 
| 546 
_.|GM&«&s 493 
490 
.......QM&8 300 | 
| GM«&s 
GM«s 
483 |... 
872 
241 |. 
|GM«&s 488. 
id GM&s 500 |... 
| NP .| 948 
| NP 973 
|GM&«&s 304 | 
a NP: 946 
| 516 |_.. 
| 
a 
GM &8. 300 |..... 
170 
+4 
GM & 742 
.| 
Ls 
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RATE OF PROGRESS ON THE THREE TIOSPITALS AUTHORIZED IN FISCAL YEAR 
1954 APPROPRIATION ACT 


Mr. Pumurrs. Last year, this committee authorized the start of the 
San Francisco NP hospital where the ground had already been pur- 
chased. Also the rebuilding of Winter and the building of Cleveland, 
also. Am I right? 

Dr. Boonr. Yes, sir. 

Mr. Pumurrs. And Winter is Topeka. 

Dr. Boonr. A replacement. 


SAN FRANCISCO VA HOSPITAL 


Mr. Puiturres. The new idea which appeals very much to me is at 
Houston, and which I am wondering whether we could apply the same 
idea in northern California the civil defense organization has vetoed 
the idea of putting a hospital in the heart of San Francisco? 

Dr. Boonr. Yes, sir. 

Mr. Priuures. You have accepted that? 

Dr. Boonr. We have had to accept it. The Director of Civilian De- 
fense—— 

Mr. Prius. Why couldn’t you go down to Livermore where you 
have a TB hospital and build an additional ward ? 

Dr. Boone. A fine hospital, but it is for TB. It is not all activated 
because we cannot get nursing staff at that place. 

Mr. Puiuirs. Seven miles out of the city? 

Dr. Boonr. Seventy. The Administrator and T have just returned 
from looking for sites around the San Francisco area. 

Mr. Puiuirs. Where do you start to measure to get 70 miles? 

Dr. Boont. Seventy miles from Oakland. 

Mr. Puitats. Doesn’t seem like that when you drive it. You go 
down the peninsula as far as what, Stanford, Palo Alto? 

Dr. Boone. On the other side. 

Mr. FPretry. Must be about 30 miles east of Palo Alto. 

Dr. Boonr. You mean Livermore. 

Mr. Hieiry. Livermore. 

Dr. Boonr. Then the chairman asked about Palo Alto. That. is 
about 32 miles, Mr. Chairman, from San Francisco on the peninsula 
side. 

Mr. Puiures. Would it be better to put the hospital down there? 
Would it be better to put it over in Marin County, that side? 

Dr. Boonr. We have looked at many sites, all within the zone, and 
outside of the zone established by civilian defense while we were out 
there. We have been importuned to go as far as 80 or 100 miles away, 
both north of the Golden Gate and south of San Francisco, but of 
course that is out of the question. I think we have some excellent sites 
within the zone of 35 miles and we must think in terms of distances 
when considering the staffing proposition. 

Mr. Puitiies. Do you still think it is necessary to put up a 1,000-bed 
hospital? 

Dr. Boonr. Very much so, sir. We have a waiting list at the other 
NP hospital at Palo Alto of 740. 
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TOPEKA VA HOSPITAL 


Mr. Puiturs. How are you coming with the design and starting of 
construction for Topeka? 

Dr. Boonr. They are going forward but they have not been sub- 
mitted to the Bureau of the Budget. We have been in conference with 
them and with our own immediate staff. Colonel Edgar, Mr. Chair- 
man, is Assistant Chief Administrator for Construction. May he an- 
swer that question? He took Colonel Dryden’s place. 

Mr. Enear. Topeka is still under study, sir. 

Mr. Pures. I never did like that answer. 

Mr. Epear. What I mean by that, sir, is that it is on the drawing 
board to reduce the areas, a complete study to cut the costs of these 
hospitals back during the rush. 

Mr. Puiuies. When do you actually expect to start rebuilding? 

Mr. Epear. We have in this request here for additional funds for 
Topeka—— 

Mr. Prius. When do you expect to start building? 

Mr. Epear. Probably in the fall. We will have the plans out to 
bid by this fall. 


HOUSTON VA HOSPITAL 


Mr. Prous, All right. When do you expect to start buillding 
at Houston ? 

Mr. Epear. The manager is here now. We are coordinating with 
G. M. and 8. and Dr. Cady is in Washington today on the final sketches 
at Houston. Then they will be turned over to the VA to develop very 


quickly. 
Mr. Putiires. When do you expect to put them out to bid? 
Mr. Epear. I would say this spring, sir. 


PROPOSED CLEVELAND HOSPITAL 


Mr. Puitires. What is the situation at Cleveland where there is 
considerable local argument regarding the desirable site? 

Dr. Boone. The site situation there, Mr. Chairman, is again a mat- 
ter of working it out with Civilian Defense. We had a site under the 
10-mile zone so we have to get outside of that. There are particular 
complications there because we have a zone of Cleveland this way and 
then we have a zone of Akron that way which only gives us a corridor 
between the two zones. We are running into a lot of water difficul- 
ties in Cleveland, acquisition difficulties, because we are outside of the 
water mains of the city but they have promised to lay water mains 
if we take one or two sites that are within the limits. But it is on 
a plateau and as far as digging for water is concerned, you just do 
not get water. 


DEPARTMENT OF MEDICINE AND SURGERY 


Mr. Pures. Put in pages 191 through 196. 
(The pages referred to are as follows:) 


i 
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DESCRIPTION OF FUNCTIONS AND NUMBER OF PERSONNEL REQUIRED, 
FiscaL YEAR 1955 


CHIEF MEDICAL DIRECTOR,’ 28 


The Chief Medical Director, with his Deputy as principal assistant and acting 
for him in his absence, has jurisdiction over, and is responsible to, the Admin- 
istrator for the proper conduct of the activities of the Department of Medicine and 
Surgery to insure complete medical and hospital service for the medical care and 
treatment of veterans. 


CONTROLLER, DEPARTMENT OF MEDICINE AND SURGERY 


Formulates and recommends to the Chief Medical Director policies and plans 
pertaining to the D. M. and 8S. (1) Budgetary program; (2) financial and cost- 
accounting systems; (3) statistical reporting system; (4) auditing systems; (5) 
manpower utilization; and (6) cost improvement. Also advises and assists 
Assistant Chief Medical Director for Operations in connection with these activi- 
ties; maintains D. M. and S. financial, budgetary, and cost account records: 
audits D. M. and §. financial and property records for legality and propriety : as- 
sists the Chief Medical Director in presentation of D. M. and S. budget to Bureau 
of Budget and Congress ; performs liaison with the VA Controller on al! controller 
functions. 


Audit and accounting service____.......---------------- 38 
Management development 9 


ASSISTANT CHIEF MEDICAL DIRECTOR FOR RESEARCH AND EDUCATION 


Formulates and recommends to the Chief Medical Director objectives, policies, 
and plans pertaining to D. M. and §S. programs of research and education; de- 
velops and administers coordinated research, and coordinated programs of grad- 
uate and postgraduate education and in-service training; advises and assists the 
Assistant Chief Medical Director for Operations in connection with the technica! 
and professional aspects of these activities. 


Education service 14 
Atomic medicine service 0 


ASSISTANT CHIEF MEDICAL DIRECTOR FOR DENTISTRY 


Formulates and recommends to the Chief Medical Director policies and plans 
for an integrated program of dental care; exercises direct responsibility and 
final authority for all dental matters, subject to approval of Chief Medical Direc- 
tor; develops professional standards for dental program staff, facilities, equip- 
ment and supplies; advises and assists the Chief Medical Director in connection 
with these activities. 


Program Administrative ' Service... 3 


1 These functions are being performed by members of Director’s staff. 
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ASSISTANT CHIEF MEDICAL DIRECTOR POR PLANNING 


Formulates and recommends to the Medical Director, policies and plans of 
3 departmentwide application, pertaining to all medical and surgical specialties 
and to pharmacy, social work, and chaplaincy ; develops professional standards 
governing staff, facilities, equipment, and supplies in the various specialties; 
plans an integrated program of medical and domiciliary care ; advises and assists 
& the Assistant Chief Medical Director for Operations on technical and profes- 
sional aspects of these activities. 
Director’s Office 
Medical Service 


Pathology Service 6 
Dietetics Service 


Physical Medicine and Rehabilitation Service_.._.____________--________ 20 


ASSISTANT CHIEF MEDICAL DIRECTOR FOR OPERATIONS 


In close collaboration with other Assistant Chief Medical Directors and Con- 
; troller, develops and formulates general operating policies and standards for 
‘ hospitals, clinics, domiciliaries, supply depots, and canteens; participates in con- 
p sideration and solution of all management problems involving basic policies 
governing the operations of the Department of Medicine and Surgery; directs 
the operations activities of hospitals, domiciliaries, homes, supply depots and 
canteens; provides the D. M. & S. Central Office activities with mail and mes- 
: senger service, central filing service, tabulating service, stenographic pool serv- 
: ice, forms, and form letters control service; conducts the D. M. & S. work meas- 


Y urement and incentive awards programs. 


‘No personnel requirements are indicated here because personnel employed in this 
activity are budgeted for separately under the canteen revolving fund. 


Consultants and attendings, $270,000 


Fiscal year 1953 


Fiseal year 1954 Fiseal year 1955 


Central; Area | Central} Area |Central) Area | 
office | offices | Tt! | office | offices | Tt! | omice | offices | TOC! 
Number of consultants. 274 385 ill 516) 111 405 516 
Number of days. ......-.--- 1, 902 2, 620 4, 522 2,312 2,708; 5,021) 1,823) 2,709) 4,532 
Average daily cost..........| $61.25! $58.46! $59.64) $61.25) $58.46) $59.75) $61.25 $58.46 $59.58 


$116, 502)$153, 172 $269, 371 $300, 000 $111, 629) $158, 371 ($270, 000 


q 
Surgical Service a] 
i 
Veterans’ Canteen Service Wield 
| 
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The Administrator and the Chief Medical Director are assisted bv the Special 
Medical Advisory Group and the Council of Chief Consultants. The members 
of the Advisory Groups meet four times a vear with the Department of Medicine 
and Surgery to advise on policies and medical matters and in general act as 
liaison between the VA and major segments of American medicine, such as uni- 
versity medical schools and the varions medical professional associations of 
specialists. Similar central office usage of consultants consists of meetings of 
specialistte gronns in neuronsyehiatry, social service, tuberculosis, and dentistry, 
to integrate policies and procedures. 

In addition to renderine hedside esre to veterans, consultants and attendants 
in area offices are also utilized for direct patient care hy supnlementing the lim- 
ited full-time professional staff in sypervising snerialty activities and submit- 
tine renorts on each hosnital concerning canahilities of the head of the par- 
ticular snecioltv, physical layout, type of service being rendered, criticisms, and 
recommendations, 

The amonnt requested for consultants annears as a part of the personal 
service cost, However. this amount does not affect the average employment 
requirements for central and area offices. 


0219 Emplouees travel, $353,700 


These funds are required to provide for travel in connection with program 
apnraisal end srpervision during fiscal year 1955 by both area medical office and 
central office personnel. 

The folowing tvnes of travel, while not all-inclusive, are indicative of the many 
and varied nurnoses for which DMS travel funds are reqnired. 

(a) Travel to fulfill medienl sunervisorv and operational resnonsibilities. 

(b) Observation of field activities reavired in the nrenaration of procedural 
manna's for hospitals and regional offices and in the development of policy 
directives. 

(c) Travel of D. M. & S. rerresentatives to national conventions and institu- 
tions svch as the American Medical Association, American Hospital Association, 
American Dental Association, and attendance at important scientific meetings 
when particinating en the nrovram 

(d) Conferences with State medical societies to establish fee schedules, the 
establishment of new clinies, the exnansion of existing medical nrograms: and 
development of special nrograms a brace shops, nlastice eve Inboratories, ete. 

(e) Travel of the Chief Medien} Director to the various hosnitals, accompanied 
hy such vnersonnel ps reanired to cover the medical snecialtv involved or to 
accomnlish the specific purpose of the trip, such as a TB specialist or a space 
survey team. 

(f) Travel for svnervision of special services hosnital nersonnel engaged in 
librarv. chanlainey. VA voluntary service, and recreation programs. 

(9) Travel for the conduct of seminars for snecial services hospital chiefs; 
for the conduct of conferences of directors of volunteer activities; and for the 
conduct of training workshons for recreation personnel. 

(h) Travel in connection with architectural design, space utilization, ete. 

(i) Travel in connection with supervision of the safety and fire protection 
program. 

(7) Travel of boiler insnectors to insnect annroximately 700 high-pressure boil- 
ers and approximately 600 air-conditioning refrigerator systems. 

(k) Travel for the conducting of supply officer, personnel officer, and engi- 
neer officer conferences. 

(1) Supply, finance, personnel, and budgetary supervisory visits, surveys, and 
audits. 

(m) Travel in connection with procurement, inspection of mannfacturers’ 
facilities, and ability to produce; contacting canners relative to VA dietary 
reanirements, ete. 

(n) Details of field employees to central office, at central office direction. 

08 Transportation of $11,500 

This sum is recnired for the shinment of household goods of personnel trans- 
ferred into the Denartment of Medicine and Surgery, and to cover the cost of 
shipping special film programs, sneciallv procured transcriptions, and other 
specially procured items of recreational supplies. 
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07% Other contractual service, $1,100 
These funds are required for reimbursement to other Federal agencies, like the 

Bureau of the Census, Department of Commerce, ete., for occasional studies 

for which they are best equipped: central office memberships in professional 

associations; and for other miscellaneous contractual service which may be 

required from time to time. 

08 Supplies and materials, other, $10,000 


These funds are required primarily for the purchase of books and journals 
for the Central Office Medical and General Reference Library. This includes 
medical journal subscriptions and medical books and some genera! reference 
books and periodicals which are used by both professional and administrative 
management staffs. 


SUPPLIES AND MATERIALS 


Mr. Putuures. You are asking for $10,000 more money for the 
urchase of books and journals for the Central Office Medical and 
jeneral Reference Library. Do you mean here in Washington? 

Dr. Boone. Yes, sir. 

Mr. Pures. Do you attempt to furnish those books by mail, send 

them out, or do they come in? 

Dr. Boons. They come in and read them or draw them on a referral 

basis but they are retained in the library. It is a general reference 
library. 


CONSULTATION SERVICE 


Mr. Puiiuies. Going back to page 194, I thought that the consulta- 
tion service was dying out. 

Dr. Boonr. Oh, no, sir; with the heavy patientload and the diffi- 
culty of staffing, in some instances, we are more dependent on the 
part-time service we get from these—— 

Mr. Putters. What has become of the dean’s committee? 

Dr. Boonr. We have many dean’s committees. We are affiliated 
with 67 of the 72 medical schools in the United States. There are 72 
medical schools which have 4-year courses. There are 7 medical 
schools that have 2-year courses and we are affiliated with 1 of those, 
and then we are affiliated with 22 dental schools out of 43 dental 
schools. 

Mr. Jonas. There seems to be a trend on the increase instead of 
decrease. 

Dr. Boone. No increase in the number of Dean’s committees. That 
is firmed up. 

Mr. Jonas. But the trend toward utilization of consultants is 
increasing. 

Dr. Boone. The trend is upward because of the various specialties 
and the difficulty of staffing. When the hospital is located near and 
affiliated with a medical school, we can get part-time service from 
the faculty. 

Mr. Jonas. Does that not lead to the logical conclusion that it 
would be wise to build future hospitals near medical centers? 

Dr. Boonr. Very definitely. That is our policy. 

Mr. Jonas. What about the situation at San Francisco? Are you 
taking that into consideration ? 

Dr. Boone. Very definitely; yes, sir. The medical school of Stan- 
ford University is planning to move from San Francisco to Palo Alto. 
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Mr. Higley and I have gone into that subject very thoroughly with 
them out there in studying sites. 

Mr. Jonas. I think that is a very wise policy to have because obvi- 
ously it increases your burdens and the burden on the poor taxpayer 
when you build an NP hospital out in the country where you do not 
have accessible practitioners in that field upon whom you can draw 
if you need them. 

Dr. Boone. Very definitely. 

Mr. Jonas. Have you given any consideration t othe idea of makin 
agreements, say, with hospitals to let them operate veterans’ hospitals / 

Dr. Boonr. You mean private hospitals? 

Mr. Jonas. I am thinking of the situation at Durham, N. C.; you 
are familiar with that. 

Dr. Boonr. Oh, yes. 

Mr. Jonas. The Government built a veterans’ hospital right near 
the Duke University Medical School Hospital. Have you ever given 
consideration to the advisability, where you have a situation of that 
sort, of making a contract with Duke University Hospital to operate 
the veterans’ hospital ? 

Dr. Boone. I think that would be a grave mistake and a step 
backward. 

Mr. Jonas. I asked if you had thought about it. 

Dr. Boonr. We have thought about it; yes, sir. 

Mr. Jonas. If you had an arrangement of that sort, would it not 
eliminate situations where you have veterans’ hospitals scattered about 
the country and only half occupied ? 

Dr. Boonr. You use the term, half-occupied—or low occupancy 
rate, or the isolated hospitals for the most part where we cannot get 
staff. In the main, where they are close by the medical schools, the 
medical schools have these faculties and they share staffage, also there 
is interchange of our people which promotes higher professional care 
for the patients because VA physicians are in touch with most up-to- 
date learning. 

Mr. Jonas. Do you think it would be impossible to work out a con- 
tract which would be mutually satisfactory with the Government and 
the veterans’ population and the people by which Duke University 
Medical School could operate the VA hospital in Durham? 

Dr. Boonr. Do you know what that leads to? Then you will have 
socialized medicine because everybody should be available for those 
institutions; they are then private institutions. 

Mr. Jonas. I do not follow that. How do you mean? 

Dr. Boone. If you have these private groups, private school, pri- 
vate institutions operating our hospital, I don’t see how you could say 
it is a Government institution run by a private agency. Then it fol- 
lows, that anybody would be eligible to utilize those hospitals. The 
bulwark against socialized medicine is this integration of govern- 
mental medicine and private medicine working together as a team, as 
we have exemplified in the Veterans’ Administration. 

Mr. Jonas. You are opposed to the idea, then ? 

Dr. Boone. Absolutely, sir. 
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VA HOSPITAL STATUS, JANUARY 25, 1954 


Mr. Jonas. Do you have a chart which shows where your vacant 
beds are. 

Dr. Boonr. We have a big chart. That was put in the record this 
morning. 

Mr. Jonas. Has that been put in the record ? 

Dr. Boonr. Like we did last year, with the occupancy rate. Do you 
wish to have the one for 1954? The one for 1955 we are putting in 
the record. 

Mr. Jonas. Station by station? This one is in the record? This is 
for 1954. 

Dr. Boonr. We have 1955 going in the record. 

Mr. Jonas. 1955 is already in. 

Could you not put the figures in a parallel column for 19544 

Dr. Boonr. We have shown it. 

Mr. Jonas. You would not have to put in two complete lists in 
there if you could put in a parallel column. Put it in any way you 
have it. 

(The matter referred to is as follows:) 


Veterans’ Administration noupetel status, Jan. 25, 1954 


| Average daily 
| Overating Occupaney | Patient. load, 
| beds, actual, | rate, actual, | actual, week 
| Jan. 25, 1954 | Jan. 25, 1954 | ending 

| Jan. 25, 1954 


Hospital | Type of hospital 


Percent | 
‘ 115, 910 92. 107, 039 


Tuberculosis hospitals 9, 103 93.5 8, 515 
Neuropsychiatric hospitals. 52, 644 95.3 | 50, 183 
General medical and surgical hospitals ___| 54, 163 | 89.3 | 48, 341 


“OLD" HOSPITALS (OPENED BEFORE 


1952) 
Total, “old” hospitals. 


JAN. 1, 


‘Tuberculosis hospitals = 
Neurorsychiatrie hospitals. 


General medical and surgical hosp itals __ 


50, 998 96.0 48, 981- 
42, 027. 


Alabama: 


Arizona | | 
Phoenix. 8.25.54. 192 97.9 188. 
ag | TB. 402 | 95.8 385. 
rkansas; | | | 
Fayetteville_. 254 9.3 232 
Little Rock..........- é 470 87.2 | 410 
North Little Rock. ...............- 2, 062 7.8 | 2,017 
California: | | 
| | 250 95. 6 | 
GM 3, 379 4.1 $, 181 
Oakland. |; GM&«&s 712 92.6 659 
San TB... 519 97.1 | 504 
San Francisco__. | GM &8....... 440 90.9 400 
Colorado: } 
494 93.3 461 
Grand Junetion. GM.& 8.__. 152 87.5 | 133 
Connectieut: Newington... __- 300 81.3 | 224 
Delaware: Wilmington GM&s 300 79.7 | 239 
District of Columbia: Washington_____. GM&«s 335 | 206 


| 
106, 660 93. 6 99, 250 


Veterans’ Administration hospital status, Jan. 25, 1954—Continued 
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Average daily 
Operating | Occupancy | patient-loaq 
Hospital Type of hospital | beds, actual, | rate, actual, | actual, week 
Jai. 25, 1954 | Jan. 25, 1954 ending 
Jan. 25, 1954 
Flori ta: Percent 
Bay Pines. ...... 522 95.0 498 
450 93.3 420 
e City__- 378 
Georgia: 296 
ree 300 91.7 275 
92.4 1, 426 
ublin 425 SOF 
Idaho: Boise 223 one 
nville 1,729 95. 4 1,44 
Dowi..ey. 2, 466 93.4 2 
Dwight 223 95.6 218 
~ 85,7 2, 254 
urion ‘ 
Indiana; 
Indianapolis 241 97.9 238 
1, 650 99.6 1, 644 
82.9 282 
99.1 1, 526 
85.8 1,073 
91.8 7 
89.7 226 
99.5 393 
95, 2 1, 104 
Louisia ia: 
Alexandria. 464 94.8 440 
8 reveport.- 32) 81.5 
Maine: Togus. - 869 93. 2 810 
Maryland: 
1, 830 94.9 1, 736 
Wusetts: 
Nortaampton N 1, 105 98. 1 1, 084 
Ruthind Heights 615 95.3 536 
Mice .igan: 
cn GM & 8....-.-- 927 84.3 781 
Min esota: 
Minneapolis - - 915 96.1 879 
St. Cloud 1,379 98.4 1, 357 
Mississippi: 
200 98.0 196 
Missouri: 
Jefferson Barracks. - 643 82.3 529 
Po ‘lar Bhaff. GM &8......4... 152 90.8 138 
Montana: 
GM & 199 77.9 155 
Nebraska: 
OM @ 6.2.6. 132 81.1 107 
Lin 258 84.9 219 
maha..._.- GM @8......i.i. 446 85.0 37 
Nevaisa: Reno...........-...- 145 94.5 137 
New Ha npshire: Manchester-.- | 150 90.0 135 
New Jersey: 2, 009 99.9 2, 006 
New Mexi o: 
GM & 8.........- 500 95.8 479 
Fort Bayard... 222 92.3 205 
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Veterans’ Administration hospital status, Jan. 25, 195 ¥--Contisneed 


nerating ecupanev | patient-load 
Hospital Type of hospital | beds, actual, | rate, actual, | actual, ‘week 
Jan. 25, 1954 | Jan. 25, 1954 ending 
Jan. 25, 1954 


New York: 
Batavia. 


Brooklyn 
Buffalo 
Canandaigua 
Castle Point... 
Northport 
Sunmount 
North Carolina: 
Favetteville . ..|GM &8.. 
North Dakota: 
GM&8s 


Ohio: 
Brecksville 
Chillicothe 
Cleveland 


Oklahoma 
Muskog 
C ity (old)... 
Oregon 
Portland 
Roseburg 
Pennsylvania: 
Aspinwall ane 
Butler. 
Coatesville 
Erie 
Lebanon 
Wilkes-Barre............-. 
Puerto Riso: San Juan 


sz 
mew 


wn 


South Carolina: Columbia_ 

South Dakota: 
Fort Meade ...-. 
Hot Sprin” 
Sioux Falls_...-. 

Tennessee: 
Memphis- 
Memphis (Kennedy)... 
Mount»in Home 
Murireesboro - 
Nashville 

Texas: 
Big Spring 
Bonham 
Dallas 


mn 


RARNRR 


MeKinney 

Waco... 
Utah: Salt Lake City- 
Vermont: White Rive er Junction. 
Virginia: 

Richmond 

Roanoke 
Washineton: 

American Lake 

Seattle 

Spokane 

Vancouver 

Walla Walla... 

fest Virvinia: 

Beckley . 

Huntineton.. 

Martinsburg 


Rp 


| 900 
231 
© Bath GM &S8_..... 362 348 
GM 1, 476 1, 354 
1, 000 | 861 
aan 992 878 
aes 1,700 1, 641 
552 41 
si 1, 682 1, 647 
aa 2, 488 | 2, 436 
ea 534 492 
j 360 317 
sie 1, 500 1, 381 
‘a 144 | 104 
Minot 89 84 
NP 2, 116 2, 078 
200 93. 187 
3 tel 1,873 95. 1, 787 
| 192 77. 148 
4 1, 065 90. 960 
QMO 500 93. 465 
540 88. 479 
all 720 | 96. 1 | 092 
if CM @ 239 95. 8 229 
i ...-| TB 300 | 99.0 297 
| 1, 250 93.1 1, 164 
; .....| GM ES, 8 600 | 94.2 | 565 
4 .....| NP sea 1, 085 | 98. 3 | 1, 0867 
| GM 580 | 95.0 | 551 
| 
156 84.0 | 131 
...| GM J 181 91.2 | 165 
-----| GM were 56 | 76.8 | 43 
GM 1, 027 | 0.4 | 928 
Kerrville 449 94.0 | 422 
Marlin .....| QM 178 71.3 127 
_..| GM 799 4.0 751 
NP 2, 040 96.8 | 1,974 
-..| GM 194 | | 
...|GM 202 | 88.6 | 179 
....|GM 570 | 90.0 | 513 
@M 1, 100 | 2 | 970 
2, 000 93. 2 1, 864 
GM 132 97.7 129 
525 | 94.3 495 
200 | 84.0 | 168 
900 75.8 | 682 
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Veterans’ Administration hospital status, Jan. 25, 1954—Continued 


Hospital 


Type of hospital 


Operating 
beds, actual, | rate, actual, 
Jan, 2,1954 | Jan, 25, 1954 


Oceupane 


Average daily 
patient-load, 
actual, week 
ending 
Jan. 25, 1954 


“NEW” HOSPITALS (OPENED AFTER 
JAN. 1, 1952) 


Total ‘“‘new’’ hospitals... ........-- 
Tuberculosis hospitals. 
Neuropsychiatric hospitals... _..........- 
General medical and surgical hospitals-.- 


Alabama: Birmingham 


California: Sepulveda 
Connecticut: West Haven. 
Illinois: 


Chicago (Residential). 

Chicago (West 
Indiana: 
Kentucky: Louisville. 
Louisiana: New Orleans. 
Maryland: 
Massachusetts: 


New Jersey: East Orange 
New York: 


Pennsylvania: 4 


8) S25) 
|] 


: 


Dr. Boonr. All the factors are in there, Mr. Congressman. 


Mr. Jonas. How many beds are vacant ? 


Dr. Boonr. On January 25, 1954, there were 8,478 vacant operative 
beds of the total operative capacity of 115,910. There were 107,442 
patients in the beds on that day. 


Mr. Jonas. 


tween 115,910 and 107,442. What accounts for that? 


Dr. Boone. 
Mr. Jonas. Available? 
Dr. Boonr. Unavailable. 


Mr. Anprews. What do you mean, unavailable? 
Dr. Boone. Certain beds other than the vacant operative beds are 
Either because of stafling—you cannot 
get staff for them—or they are under alteration. 
Mr. Anprews. Out of use; you cannot use them. 


unavailable for operation. 


Between eight and nine thousand. The difference be- 


8,478, sir, available for use but not-occupied by patients. 


3 b 

4 oO 
Wisconsin: Percent 

1,275 9.1 1, 149 a f 
Wyoming: » 
9, 250 | 7, 780 
1, 646 1, 02 
7,315 6,314 3 n 
326 310 4 
GM &8.......... 138 m4 
..-...... 488 | 332 
486 451 
GM & 8.......... 456 385 
504 436 
GM & 8........-- 492 
GM & 8.........- 903 | 836 
Michigan: Ann @M & 210 178 
Missouri: 
393 339 
Syracuse 314 86.0 270 
North Carolina } 
338 78.1 264 
} \ 
488 | 92.4 451 
273 | 72.9 19 
i 

a t 
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Dr. Boone. For various reasons. 

Mr. Jonas. Why do you say, then, we are now operating 115,000 
beds? 

Dr. Boonr. We are. We must start from the authorized capacity 
of the hospitals which are open today. Some of these beds are not 
staffed for various reasons. Such beds are unavailable for patients. 
If we subtract that type of bed from the authorized capacity, we get 
the number of beds which are operative. That is, they are available 
for patient use at a certain level of occupancy. The standard we dis- 
cussed was 85 percent. We are running 90 percent and more, which 
is too high. 

Mr. Jonas. That is 8,478. 

Mr. Scuoen. That is the number of vacant beds on January 25. 

Dr. Boonr. On December 31, 1953, our hospitals had 127,303 author- 
ized beds. Operating beds were 115,445 as of the same day. The 
number of unavailable beds, that is, not available for use by patients, 
was 11,858 overall for all the categories of unavailability. 

Mr. Jonas. How many of those are unavailable due to lack of abil- 
ity to staff? 

Mr. ScHoen. 3,766 of the total. 

Mr. Jonas. That is not due to lack of funds? 

Dr. Boonr. No, sir; we have not had any beds held static this year 
because of lack of funds. 


RESERVATION OF FUNDS FOR OUTPATIENT PROGRAM, FISCAL YEAR 1954 


Mr. Jonas. Last fall 1 received letters from some service organiza- 
tions complaining about the Bureau of the Budget’s action in freezing 
out-patient money. Has that situation been cleared wp? 

Dr. Boone. I think you are referring to, Congressman, the with- 
holding of funds for the out-patient fee-basis program. I think the 
Administrator is prepared to Divan that. 

Mr. Jonas. I wish you would discuss that and let the record show 
what the situation is. 

Mr. Hietry. That is entirely for out-patient care. We have just 
been talking about in-patient care. 

Mr. Jonas. Yes. This is out-patient. 

Mr. Hietry. Apparently, their figures that they were working on in- 
dicated that that work could be carried on more economically, and 
apparantly as we understood their action, they thought we could do 
a far greater amount of work in the clinie rather than out in the town 
where the veteran lives. They put in a freeze ; $2,793,000, on Septem- 
ber 25. We were finally notified that we would not have that money. 
We were entering the second quarter. The amount of money that then 
was available was allocated, which was insufficient to do the kind of 
a job that had to be done. I was slow on the trigger. I would know 
better now how to handle that because it was necessary to go to the 
Bureau of the Budget and talk through how they arrived at. their 
figures, and so forth. That I did about a week later than I would now 
do. But in any event, I did talk to them and they gave us tem- 
porary relief until a study could be made that would show whose 
figures were correct as to the necessary load for hometown fee-patient 
care. They gave us enough money so we could pick up the load a little 
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bit later in October and go ahead with the program as it should be 
carried on. Then as of November 20, in the meantime, having col- 
lected figures in the way that they would recognize were the going 
figures, we got together with them and they allocated $2 million back 
to us which is enough to do the job properly for the balance of this 
fiscal year. 

Mr. Jonas. That is in accordance with the explanation the Bureau 
gave me when I inquired about it. They said there was no disposition 
on the part of the Bureau of the Budget to deny the use of the funds if 
you could show you needed them; and they would release the funds, 
1 understood they intended to do it by quarter. 


ASSISTANT ADMINISTRATOR FOR CONSTRUCTION 


Page 197 should go in the record. That is the Office of the Assistant 
Administrator for Construction. Construction will be down in 1955 
materially? You show a reduction of six in average employment; a 
reduction of $42,700 in money. 

Pages 197, 198, 199, and 200 should be inserted in the record. 

(The pages referred to are as follows:) 


Assistant Administrator for Construction, $965,000 


Increase (+) 
Actual, Estimated, | Estimated, acct 
fiscal vear fiscal year | fiscal year » 
1953 1954 1955 over 1954 
OBLIGATIONS BY OBJECTS 
Average employmont.....................-.+:- 177 162 156 -6 
OBLIGATIONS 

$1, 066, 500 $976, 000 $937, 000 —$39, 000 
25, 000 30, 000 26, 300 —3, 700 
15 Taxes and 1,000 1, 700 
‘Total obligations bubohbcdvedusoonceusewede 1, 092, 500 1, 007, 700 965, 000 —42, 700 


The estimate for this Assistant Administrator was prepared on the basis of 
the reorgan'zation of the Veterans’ Administration and the obligations for fiscal 
year 1953 have been adjusted to this reorganization. The request of 156 
average employment is for following purposes : 

Major functions of the Office of Assistant Administrator for Construction are 
as follows: 

As chief engineer of the VA, formulates, upon consultation where appropriate 
with heads of operating departments, and recommends to the Administrator 
general policies and plans of VA-wide application pertaining to the following 
activities: 

(a) Design, construction, maintenance, and operation of buildings, structures, 
and utilities. 

(b) Real property management, including acquisition, economical utilization, 
protection, and disposal of real property and interests therein. 

(c) Accident and fire prevention, fire protection, and disaster relief planning. 

Advises and assists the heads of the program departments and other top 
officials in connection with these activities, and appraises for the Administrator 
the effectiveness and economy of these activities. 

Interprets, for the Administrator and staff and operating officials, laws, regula- 
tions, decisions, and directives of other governmental bodies concerned with :c- 
quisition (including construction), management, and disposal of real property. 

Upon consultation with heads of operating departments concerned, develops 
and takes action to obtain necessary approvals of fiscal year construction 
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programs to provide, convert, and preserve facilities (except operational main- 
tenance and repair), meeting requirements of the operating departments, and 
consistent with current legislative and executive policy and VA responsibility 
for preservation of real property assets. 

Formulates, for inclusion in the consolidated VA budget, annual estimates for 
VA construction programs, and participates, with the comptroller and depart- 
ment heads concerned, in presentation of the budget for construction programs 
before the Bureau of the Budget and the Congress. 

Directs and controls design and construction of hospital, domiciliary, and other 
facilities, major alterations, improvements, and repairs (exclusive of operational 
maintenance and repair), in coordination with operating departments and 
within established program and appropriation limitations. 

Takes action for the VA to acquire real property and property interests in fee, 
in accordance with xpproved program requirements, and to dispose of such real 
property and interests where excess to the needs of the VA (not including trans- 
actions within the veterans’ loan guaranty program). 


WORK PERFORMED 


A brief statement of work performed in various organizational elements 
of Assistant Administrator for Construction follows: 


1. Design service 


(a) Project Development Division.—Correlate development of projects with 
operating departments for definition of requirements to guide design and con- 
struction and to determine amounts for construction budget requests. 

(b) Architectural Division.—Supervise preparation of preliminary sketches 
and preparation of (or review and check private architect-engineer prepara- 
tion of) architectural, structural, and site development working drawings and 
plans. 

(ec) Mechanical Division—Supervise preparation of preliminary sketches and 
‘preparation of (or review and check private architect-engineer preparation of) 
mechanical, heating and ventilating, plumbing, sanitary, and equipment work- 
ing drawings, plans and specifications. 

(d) Specifications and Research Division—Supervise preparation of (or review 
and check private architect-engineer preparation of) architectural and general 
construction specifications, preparation, reproduction, assembling, and issuance of 
invitations for bids, drawings, specifications, and related materials for con- 
struction projects and the conduct of the research program for hospital design 
and construction. 


2. Construction service 


(a) Field supervision.—Direct field supervision and inspection of construction 
projects through engineers at sites of construction. 

(b) Contract Administration Division —Evaluate bids for award of construc- 
tion contracts. Prepare contract and contract modification documents. Process 
construction contract progress reports and payment vouchers. Perform other 
services related to administration of construction contracts. 

(c) Project Management Divisions.—Supervise execution of functions relating 
to engineering management of projects under construction. 


8. Other elements, Assistant Administrator for Construction 


In addition to the immediate Office of the Assistant Administrator for Con- 
struction which supervises all work under the jurisdiction of the Assistant 
Administrator for Construction (including handling appeals by contractors from 
decisions of contracting officers on construction contracts), the following work is 
performed : 

(a) Administrative Division.—Handle administrative services common to all 
organizational elements of the Assistant Administrator for Construction, includ- 
ing receipt, distribution, and storage of all communications, files, and records. 
Coordinate the control and review of publications and forms. Coordinate man- 
agement improvement and related programs. 

(b) Program Control Division.—Allot funds for construction projects to field 
stations; maintain accounting and prepare consolidated physical progress records. 
Prepare or consolidate budget requests and reports for construction and admin- 
istrative activities of the office. 
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(c) Protective and Maintenance Advisory Division.—Formulate and recom. 

mend general policies and plans for VA-wide application pertaining to: 
(1) Accident and fire prevention, fire protection, and disaster relief. 
(2) Maintenance and operation of buildings, structures, and utilities. 

(d) Real Estate Division—Perform for the VA functions relating to acquisition 
of real property and vested interests in fee, and to disposal of such property and 
interests where determined to be excess to the needs of VA. Maintain master 
tiles and title evidence data. Participate in site selections, and real-estate 
surveys, ete. 

The personnel requested to perform work previously described is as follows: 


Estimated fiscal year 1955 
average employment 


(b) Project Development Division_....._-.-_.-_--------------__ 14 
(b) Contract Administration 4 
(c) Project Management Division 5 
(ad) Project Management Division 5 
3. Other Assistant Administrator for Construction elements 
(a) Immediate Office Assistant Administrator for Construction_ 9 
122 
(0). Promam Division. 12 
(d) Protective and Maintenance Advisory 7 


Travel, employees, $26,300 

The request of $26,300 for travel is a reduction from the amount provided in 
fiseal year 1954. Travel under this program is primarily for the purpose of mak- 
ing surveys at field stations in connection with advance planning to determine 
requirements for future proposed construction projects. The segments of this 
program which utilized the majority of travel funds under the old organization 
are now under the Chief Medical Director. 

Mr. Jonas. What is the table on page 200? 

Mr. Baker. That is a breakdown of 156 employees by function for 
these people in the construction program. 


MEDICAL RESEARCH PROGRAM 


Mr. Jonas. Where is this research program carried on, in most 
of Figg hospitals, or which one ? 
- Boon. I can give you a breakdown. 
Mr. Jonas. Put in pages 201 through 214 in the record. 
(The pages referred to are as follows :) 
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Medical research, $5,500,000 


| | Increase 
Actual, | Estimated, Estimated, | (+) or de- 


Object of expenditure fiscal year | fiscal year | fiseal year | crease (—), 
1953 «1954 || 1955s 1955 over 
| | 1954 
j 01 Personal services: } 
Average employment ; | 530 788 | 868 | +80 
4 Salary cost _- i $2, 385, 350 $3, 533, 500 "$3, 825, 565 | +$292, 065 
Consultants... (164, 925) } (224, 500) (191, 165), (—33, 335) 
02 Travel: 
Employee ...... | 28, 494 | 41, 300 | 39, 615 | | —1, 685 
Beneficiary - 107 | 185 +185 
03 Transportation of things__- : | 10, 208 | 10, 660 | 10, 460 — 200 
o7 Contractual services race “a | 1,474,004 | 1,033, 100 758,470 | —274, 630 
08 Supplies and materials - aoe | 644, 440 599, 800 | 559, 230 | —40, 570 
09 Equipment. . 554, 627 279, 840 304, 615 +24, 775 
15 Taxes and assessments. - _ | 16, 800 17, 860 +1, 060 
; 5, 105, 7 105, 733 iz 515, 000° | 5, 516, 000 +1, 000 
i Less Q. S. and L........--.. —14, 250 | —15, 000 | — 16, 000 | —1, 000 
i Net total obligations... | 5, 091, 483 5, 500,000 | 5, 500, 000 | 
| 
i The funds required for fiscal year 1955, as shown in the above table, have been 


determined after a thorough analysis of the medical research program. The pur- 
pose, aims, and scope of the medical research programs are described as 
follows: 


Purpose 


An essential element in providing the veteran patient with the best possible 
medical treatment and hospital care. 


Aims 
: (1) To attract and retain qualified personnel through the conduct of research 
within VA hospitals ; 
: (2) To permit full-time staff personnel to improve their professional proficiency 
: through providing them with opportunities to study and to carry on medical 
i research in VA hospitals; 
(3) To develop new and improved methods of diagnosis and treatment in the 
care of the veteran patient; 
(a) Through the conduct of research within VA hospitals; and 
(b) Through contractual research projects within universities and 
research institutions. 


(1) Intra-VA research program 
(@) All aspects of medical, surgical, and health problems of the sick 
or disabled veteran that must necessarily or can most advantage- 
ously be studied within VA hospitals ; 
(b) Special emphasis on: 
(1) Service-connected disabilities 
(2) Permanent disabilities 
(3) Chronic illness 
(4) Tuberculosis 
(5) Neuropsychiatry (including both nervous diseases and 
mental disorders) 
(6) Problems of aging veterans 
(2) Extra-VA research program 
(a) All aspects of medical, surgical, and health problems of the sick, 
handicapped, or disabled veteran that can, through contractual 
projects, be studied more advantageously or more economically 
within universities or other research institutions or laboratories, 
insofar as they relate to: 
(1) Service-connected disabilities and the followup of such 
eases. 
(2) Specialized problems in tuberculosis, neuropsychiatry, 
and dentistry. 


Scope 
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The general medical research program is conducted under authority contained * 
in section 10 of the World War Veterans’ Act of June 7, 1924, as amended, and 4 t 
section 6 of the act of March 20, 1933, as amended. Public Law 729, 80th Con- : 
gress, authorizes the prosthetic research and development program. The esti- 
mated requirements for each of these programs for fiscal year 1955 are presented 
in the following table: 


General 
Object of expenditure medical Prosthetic Total 
01 Personal services: I 
Salary cost ........--..... $3, 727, 414 | $98,151 | $3, 825, 565 
Consultants (189, 315) (1, 850) (191, 165) 
Travel: 
things... 10, 144 316 10, 440 
07 Contractual services... 171, 653 586, 817 758, 470 
09 Equipment... 300, 420 4,195 304, 615 t 
15 Taxes and assessments........-...-.---...------------..-. 17, 068 792 17, 860 7 “ 
4,816,000 | 700, 000 5, 51,000 
Net total 4,800, 000 | 700,000 | 5, 500,000 


I, GENERAL MEDICAL RESEARCH PROGRAMS 


This program is subdivided into: 
A. Intra-VA medical research program. 
B. Extra-VA medical research program. 


A. Intra VA medical research program, $4,698,536 


Increase 
Actual, fis-| Estimated, | Estimated,| (+-) or ce- 
Object of expenditure eal vear fiscal year | fiscal vear | crease (—), e 
1954 1955 1955 over 
| 1954 af 
01 Personal s»rvices: 518 | 767 845 
Salary cost- 2,329,875 | $3,435,407 | $3,727,414 By 
Consultants... (164,325)} (222, 700)| (4895315)! (—33/ 385) 
Travel: 
25, 486 39, 187 37,114 | —2,073 
03 Transportation of t’ 9, 934 10, 160 10, 144 —16 
07 Contract'al services___. J 66, 006 N7, 056 70, 189 —46, 887 
08 Supplies and materials. _................-....-.-- 634, 508 491, 550 552, 187 —39, 363 
09 Equipment. 548, 755 | 275, 590 300, 420 +24, 830 
15 Taxes and assessments. __ 8, 327 | 16, 050 17, 068 +1, 018 
Total 3,622,959 | 4,485,000 | 4,714,536 | +229, 536 
Less Q. S. and 000 —16, 000 —1,000 
tobe) ns 3, 608, 709 4, 470, 000 | 4, 698, 536 +228, 536 


The intra-VA medical research program was initiated in 1947, and as research 
facilities have been comvleted, scientific, technical, and clerical personnel have 
been employed to staff them. As the intra-VA research program has grown, the ie 
extra-VA research program (contractual) has been restricted until it is now of J 
extremely limited scope. 


om 
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The functional components of the intra-VA medical research program, and the 
total sums required for each in fiscal year 1955, are presented below : 


Number of | Average em- | 
laboratories ployment 


Total fund 
require- 
| ments 


Type 


General medical research Iaboratories--_......--.----.--.------ 51 435 $2, 388. 936 
Special NP research laboratories. - 12 48 2:13, 500 
Special TB research laboratories .-...............-.-.-------- | 9 47 202, 500 
Special dental research laboratories 6 | 12 59, 000 
Radioisotope laboratories. .............. ial 38 242 1, 603. 656 
Other research (limited support).....................----..--- | (1) | 52 165, 090 
Central office research administration... 9 | 84, 944 


4, 698, 536 


119 VA hospitals will receive limited support: 9G. M. and S, 4 NP, 6 TB. 


The increase in the number of research laboratories is shown in the following 
table: 


| 
In operation | Fiseal vear | Fiscal vear 
June 30, 1953 | 1954 1955 


Radioisotope.........-. 


The intra-VA medical research program is not a duplication of work being 
performed by other Federal agencies or civilian institutions. An example is 
VA radioisotope research. 

q Twenty of the general medical research laboratories are somewhat larger 
‘ in numbers of personnel employed due to the broad scope of research performed. 
Each laboratory will require an average of approximately 12.5 research per- 
sonnel. The remaining 31 general medical research laboratories will require 
an average of slightly less than 6 research personnel. An average employment 
of 435 is estimated for these laboratories for the fiscal year. 

The 12 special neuropsychiatric research laboratories will require an average 
of 4 personnel per laboratory, for a total average employment of 48 for the 
fiscal year. 

The 9 special tuberculosis research laboratories will require an average of 
approximately 5.2 personnel per laboratory, for a total average employment of 
47 for the fiscal year. 

The 6 special dental research laboratories will require an average of 2 per- 
sonnel per laboratory for a total average employment of 12 for the fiscal year. 

The 88 radioisotope laboratories will require an average approximately of 
6.4 personnel per laboratory for a total average employment of 242 for the 
fiscal year. 

An average employment of approximately 2.7 personnel will be required for 
each of the 19 hospitals receiving limited research support for a total average 
employment of 52 for the fiscal year. 

An average employment of 9 personnel will be required for the fiscal year 
for central office research administration, 3 of whom will be assigned to the 
Radioisotope Section; the remaining 6 to the Research Division. 

The requirement for personal services includes $189,315 for consultants. This 
will permit the utilization of outstanding physicians and scientists to advise on 
the overall research program and to assist actively on specific programs and 
projects. Also, these funds will permit the occasional utilization of medical 
school scientific staff to assist in specific studies on problems where no full-time 
scientific staff is available for this purpose. 

The work within VA radioisotope laboratories does not duplicate that per- 
formed by the Atomic Energy Commission. The Veterans’ Administration is 
the only agency responsible for the medical treatment and hospital care of 
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veterans as such. Therefore, it is the only agency in a position to bring the 
newly developed methods of diagnosis and treatment provided by this relatively 
new field of medicine to the veteran patient. The VA radioisotope program has 
been a leader in this field. All radioactive isotopes utilized in this program must 
be procured from the Atomie Energy Commission, but it has been firmly estab- 
lished that there is no duplication or conflict of work carried on by the two 
agencies. 

There are some 13,000 tuberculosis veterans hospitalized in VA hospitals; 
approximately one-half in TB hospitals, the other half in TB sections within 
general medical and surgical hospitals and neuropsychiatric hospitals. This vast 
reservoir of clinical material exists in a group of hospitals which are bound 
together organizationally in a manner which makes coordination of research 
easier than in the case of non-Federal hospitals, under many jurisdictions. The 
chemotherapy studies of the VA tuberculosis program stand out as a landmark 
in medical research, because new drugs are made available for treatment of 
tuberculosis veterans under carefully controlled conditions, with unusual safe- 
guards. Thus, answers are provided as to the effectiveness of treatment which 
otherwise might take many years to obtain. 

In the field of neuropsychiatry, because of the patient lopd within the VA 
hospitals, research programs dealing with epilepsy, schizophrenia, and other 
neuropsychiatric diseases have been instituted in a manner which could be 
extremely difficult to duplicate in any individual hospital. The data derived 
from large-scale treatment programs also lend themselves to statistical analyses. 
An example of neuropsychiatric clinical research and high caliber treatment is 
the prefrontal lobotomy program carried out by the Veterans’ Administration. 


01 Personal Services, $3,727,414 

Physicians, dentists, and nurses who engage in research in the VA laboratories 
are employed for medical care, and their research activities are considered 
inseparable from the others involved in the practice of good medicine. They are 
budgeted for under the inpatient care program rather than the medical research 
program. Therefore, the personnel complements for laboratories indicated 
below and the personnel services requirements of $3,727.414 are exclusive of these 
categories of personnel. 
02 Travel, employee, $37,114 

The employee travel requirement will permit professional, scientific, and tech- 
nical staff to visit laboratories in other VA hospitals and in civil institutions to 
observe and discuss specific research techniques: to exchange ideas relating to 
mutual research interests; and to learn methods and procedures in the operation 
of new and improved research equipment. Also included are funds for a meeting 
of representatives of all laboratories to discuss research matters and to consider 
the solution to mutual research administrative nroblems. These funds will be 
utilized by full-time physicians and dentists on the hospital staffs, for research 
travel, in addition to the scientific and technical staffs employed with research 
funds. 


03 Transportation of things, $10,144 
These funds are required primarily for the transportation of radioactive 
isotopes by air express, to insure safety and to avoid rapid disintegration. 


0% Contractual services, $70,189 

These funds are required for the design, maintenance. repair, and calibration 
of delicate and complex scientific and technical research apparatus and 
equipment. 
08 Supplies and materials, $552,187 

These funds include the cost of initially sunplving new laboratories with items 
of $25 or less value, as well as the cost of continued maintenance of sunnly 
stocks in all laboratories and in hospitals with limited research activities. 
These stocks are extremely diversified, and include .snch items as experimental 
drugs, glassware, small animals, radioisotopes, and radioisotope compounds. 


09 Fanipment, $300,420 

These funds inelnde reouirements for new and replacement research equil- 
ment. The type of eqnipment nsed in the different laboratories is conditioned by 
different types of research undertaken. However, regardless of the type, there 
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is a common denominator of high cost since fabrication involves highly skilled 
precision work and durable materials. The wide variety of items used includes 
histological equipment, cardiac catheters, centrifuges, ete. 


B. Extra-VA research program: 07 


Contractual services, $101,464 


Estimated, | Estimated, Increase (+) 


Category | Actual, fiscal 


or derrease 
year 1953 ar ar (—) 1955 
over 1954 


National Academy of Sciences (National Re- | 
search Council) Committee on Veterans: 


Medical problems._................- | $65, O75 | $65, 000 $19, 400 —$45, 600 

het | 131, 300 | 18, 045 +18, 045 
Follow-up studies. 14, 352 |. 
| | 5, 540 +5, 540 
Mental | 23, 944 | 19, 500 | 5, 540 —13, 960 
Nervous disease... ............. 39, 517 56, 321 17, 000 —39, 321 
34, 742 } 18, 000 7, 37 —10, 625 


| - j- 
Cardiovascular diseas J 20, 580 33, 530 6, 564 — 26, 966 
Other diseases............... | 143, 440 | } —15, 649 
Smithsonian Institution, Bio Sciences Infor- | | 
mation Exchange 20, 000 | 22, 000 22, 000 


Tetel..c25. < Je 494, 150 230, 000 | 101, 464 —128, 536 


The funds requested for fiscal year 1955 are primarily for the completion of 
valuable projects. Only a minimum of projects considered vital in improving 
medical care, and which cannot be accomplished within the intra-VA program, will 
be initiated in fiscal year 1955. 

As indicated in the above table, funds are included for the advisory services 
of the National Research Council, which evaluates the contractual research 
projects of the Department of Medicine and Surgery and advises on other prob- 
lems presented for consideration. Also included in the estimate are funds for 
the support of the Bio Sciences Information Exchange, which provides informa- 
tion on research being done by other institutions, thereby making it possible to 
take advantage of recent research conducted by others without duplication of 
effort. In addition, the Bio Sciences Information Exchange maintains a detailed 
cross-index of scientific information developed by the intra-VA medical research 
program. This obviates the need for maintaining staff and equipment in the 
Department of Medicine and Surgery for this purpose. The exchange is sup- 
ported jointly by the Veterans’ Administration, Departments of the Army, Navy, 
Air Foree, and Health, Welfare, and Education, and the National Science 
Foundation. 


II. Prosthetic research and development program, $700,000 


Actual, Estimated, | Estimated, | +) 
Object of expenditure fiscal year fiscal year fiscal year 
1953 —), 195! 


over 1954 


Personal services: 
Average employment_ - 


Salary $55, 475 | 093 $98, 151 +58 

Consultants... ..........- (600) (1, 800) (1, 850) | (+50) 
02 Travel: | 

3, 008 2,113 | 2, 501 +388 

34 | 185 | +185 
08 Transportation of things. 274 | 500 316 | —184 
07 Contractual services___.._.______- Carat 913, 848 | 686, 044 586 817 | —99, 227 
08 Supplies and 9, 937 8, 250 7, 043 | —1,2%7 
5,872 | 4, 250 | 4,195 —55 


15 Taxes and assessments 


Total obligations 


| | | | 
4 
| | 
| | | | 
a neh 12 | 21 23 | +2 
4 
q 
4 morn 176 750 792 +42 
624 | 800,000 700,000 | 000 


1774 


The purpose of the prosthetic research and development program is to develop 
improved prosthetic and orthopedic appliances and sensory aids, exclusive of 
dental prostheses. The scope of the program includes the practical utilization of 
these devices by veteran beneficiaries and the testing and fitting of these devices 
in order that the problems of utilizing them may be understood and successfully 
solved. 

This program has two major subdivisions: (a) the intra-VA prosthetic research 
and development program and (b) the extra-VA prosthetic research and develop- 
ment program. 


A, Intra-VA prosthetic research and development program, 9116008 


Actual, Estimated, | Estimated, Increase (+ +) 
Object of expenditure fiscal year | fiscal year | fiscal year | °F °Y Ty 
1953 1954 1955 (—), 19! 
over 1954 

01 Personal services: 
Average employment..-...........-...- 12 21 23 +? 
Salary $55,475. $98, 003 $98, 151 +$58 
(600) (1, 800) (1, 850) (+50) 

ravel: 

3, 008 2,113 2, 501 +388 
03 +Transportation of things. 274 500 316 
G7 Contractual services. ................-....-. 737 2, 000 2, 125 +125 
08 Supplies and 9, 937 8, 250 7, 043 —1, 207 
2 ene 5, 872 4, 250 4,195 —55 
15 Taxes and assessments 176 750 7 +42 
Total obligations..........---.---.------- 75, 513 115, 956 115, 308 618 


The funds requested for fiscal year 1955 are required for the continued 
effective operation of the Prosthetic Testing and Development Laboratory which 
is located in the New York regional office. Also, two part-time employees will 
be utilized for experimental purposes elsewhere in VA audiology units. This 
laboratory engages in such testing and development as is economical and feasi- 
ble for the Veterans’ Administration itself to undertake. The laboratory is 
responsible for (a) evaluating and developing basic ideas for new devices 
submitted by employees, inventors, and manufacturers, (b) preparing analyses 
of new or experimental devices, and (c) testing new, experimental and/or 
commercial devices, 


B. Extra-VA “ prosthetic research and development program: 0? Contractual 


services, $584,692 
Estimated, | Estimated, Increase (+) 


| 
Category fisea] year | fiscal year 


1004 195 over 1954 


National Academy of Sciences (National Re- 
search Ccuncil) Advisory Committee on 
Artificial Limbs: 


$90, 000 $90, 000 $€1, 897 —$28, 103 
Procurement of test models... ......------- 138, 875 110, 000 109, 996 -4 
627, 130 408, 000 317, 717 — 90, 283 
9, 372 21, 300 32, 290 +10, 990 
Crutches, canes, and 1, 000 2,779 +1, 779 
Aids for blind... 29, 914 48, 894 40, 918 —7, 976 
Aids for the deaf and hard of hearing et px 5, 320 3, 850 9, 596 +5, 746 
913, 111 684, 044 584, 692 —99, 352 


The extra-VA prosthetic research and development program includes those as- 
pects of research development, and testing of prosthetic devices and sensory aids 
that can be studied more economically on a contractual basis in universities or 
industrial research laboratories. It is impracticable for the Veterans’ Adminis- 
tration to include this work in the intra-VA prosthetic research and development 
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program inasmuch as it involves the engineering sciences and development labora- 
tories, for which staffs and equipment are readily available within universities 
and industry. 

The Advisory Committee on Artificiai Limbs of the National Research Council 
continues to assist the Veterans’ Administration in an advisory capacity on the 
overall policies and periodic review of the artificial limb research, development, 
and testing programs. 

Dr. Boonr. We have 112 G. M. and 8S. hospitals with 51 research 
laboratories in them. We have 38 N. P. hospitals with 12 research 
laboratories, and we have 21 TB hospitals and 9 research laboratories. 
Then we have 6 dental research laboratories, 1 or 2 in regional offices 
rather than hospitals. 

Mr. Jonas. You told us this morning about your cooperation with 
the Public Health Service. Have you been in touch with the Atomic 
Energy Commission ¢ 

Dr. Boonr. Mr. Congressman, we have 2 years ago—I think you 
were not on the committee then, the committee raised the question 
whether we were in competition with the Atomic Energy Commission 
on our research. I had a letter sent to me in reply to that question so 
I could answer it to the committee, from the Atomic Energy Commis- 
sion. They said we are not at all in competition with them but we col- 
laborated with them and we also complemented their program. ‘They 
had the materials, we had the patients. We have a very close liaison 
with them. 

Mr. Jonas. Do you supply patients to them ? 

Dr. Boonk. We do a lot of radio isotope work and we give them 
information that we gather. 

Mr. Jonas. You use them for your own work ? 

Dr. Boone. That’s right. 

Mr. Jonas. AEC is working at Oak Ridge at a laboratory there, is 
it not? 

Dr. Boonr. That is experimental, not therapy. A portion of ours 
relates to therapy. Theirs is purely scientific research ; our is applied 
research, 

Mr. Jonas. What is the total amount you are asking for research / 

Dr. Boonr. $5,500,000 which is exactly the same as last year. Even 
with the larger number of hospitals in being and more laboratories 
we are holding it to $5,500,000. As I said in my initial statement 
this morning, we have not been able last year to fully activate the 
research laboratories that were coming in with the new hospitals. 
We are still holding at that same level this year and will only be able 
with this sum of money to give token activation to the new ones com- 
ing in in 1955, 

Mr. Jonas. I see you have nearly $200,000 in your salary item for 
consultants. Do you bring into your research laboratory outside 
scientists on a fee basis? 

Dr. Boonz. That’s right. Also a committee on research. We have 
two committees on research, one on general research and one on atomic 
energy. In fact, Dr. Davidson at Duke University is the chairman of 
the one on research. 

Mr. Jonas. Are these consultants professors of medicine or 
scientists? 

Dr. Boonr. Like Dr. Davidson the dean at Duke. I believe he is 
chairman. He is on the Committee on Research, advisory to us. Then 
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we have people likes Shields Warren and Stafford Warren who were 
on the Manhattan project, and Perrin Long, Hugh Morgan of Vander- 
bilt, and Hymer L. Friedell from Western Reserve. They are on the 
Atomic Energy Research Advisory Committee (radioisotope) to us. 

Mr. Jonas. My point is this: any experimentation they do as indi- 
viduals in their own laboratories would be available to you anyway. 
Why do you think it is justified to bring them to your laboratories and 
pay them a fee to carry on experiments. 

r. Boonr. They are advisers and do not work in our laboratories. 

Mr. Jonas. You consult them. They help you select the projects 
to be assigned for study ? 

Dr. Boone. From the greater knowledge they have on this subject 
that is true, and also on the whole approach to the research program. 
Then we are in touch constantly with National Research Council who 
— our projects and passes judgment, and we are not duplicating 
that. 

Mr. Jonas. Do you have any contacts with the National Science 
Foundation ? 

Dr. Boonr. Yes, indeed. We are all tied in together. 

Mr. Jonas. Do you not think you could eliminate that item of 
nearly $200,000 for the use of consultants, and your own staff would 
be able to select the projects to work on? 

Dr. Boone. No, sir. I think that is an indispensable program to 
us to carry on this program and develop it. I am sure if they were 
to testify, they would say exactly the same thing. They evaluate 
our work. 

Mr. Jonas. I am quite sure of that. 

What is the item of contractual services, item 07 ? 

Dr. Boonr. That is reduced by $274,630. We are trying to get out 
of the contractual research. 

Mr. Jonas. Could we not cut it all out this year? 

Dr. Boonr. No, sir: because we have obligations, commitments. 

Mr. Jonas. You are not undertaking any new projects? 

Dr. Boonr. We are trying to get out of that. It is mopping up our 
old commitments. May I say, sir, we have not come to the prosthetic 
research and sensory aids—that is the artificial arms and legs and 
hearing devices and eyes. That is a special one and a lot of that is 
contractual service. 


PROSTHETIC RESEARCH 


Mr. Putiirs. This committee has always been very much interested 
in the prosthetics research. Are you asking for as much next year 
as this year? 

Dr. Boonr. Less in prosthetic research because of the cut on the 
other research. 

Mr. Putures. Compare the figure on page 204 which is $4,698.556 
as intra-VA research, with the figure on page 209 which is external 
research of $101,464. This may be perfectly all right, but I do not 
understand why there should be that difference between external and 
internal research. 

Dr. Boone. The intra, of course, is within our own hospital system: 
and the extra, on page 209, is that one, sir, $101,464. 
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Mr. Putuuires. Why are they so much out of balance? 
Dr. Boonr. We contract with institutions which have a setup, staff 
and equipment, far and beyond what we would justify maintaining; 
they more or less give us the benefit of their experience or we contract 
for projects utilizing their facilities rather than try to set up any 
such agency within the V.A to accomplish certain projects. 

Mr. Puiairs. Your own expenditure has been increased $1 million? 

Dr. Boonr. In contractual research ? 

Mr. Putuures. A quarter million dollars between next year and 
this year and a million dollars between next year and last year. 

Dr. Boone. That is total sums for intra-VA research in hospitals, 
sir. 

Mr. Pumiires. What do you mean, it is in the hospital? 

Dr. Boonr. Old hospitals and in new hospitals coming into being. 

Mr. Putturrs. The million dollars in research is represented only by 
research in the new hospitals? 

Mr. Biceiow. No, sir; research in both old and new hospitals. 

Mr. Pictures. That is a considerable number of dollars. 

Mr. Bieetow. In 1953 we started off with 155 hospitals and now we 
have 170. 

Mr. Pures. Sixteen new hospitals for $1 million brings your 
average up, all this new equipment you are putting in the new hospi- 
tals. 

Mr. Bicetow. Reading from page 205, in 1953 we operated 41 gen- 
eral medical labs and we propose to operate 51 in 1955. We operated 
(\ NP labs; we propose to operate 12. We operated 6 TB; we propose 
to operate 9. Ko dental—we propose to operate 6 the same as we are 
doing this year; and radioisotopes in 1953, sir, we had only 27 labs 
and now we have 38. That is on page 205. 

Mr. Putiures. Referring to page 211, tell me what results you are 
getting in prosthetic research. Are you paying for the laboratory 
in what used to be a park in the northern end of town 4 

Dr. Boone. You mean at Walter Reed, out at Forest Glen? We 
have no relation with that. However, we benefit from some of their 
research. 

Mr. Putuurrs. That is all additional money. 

Dr. Boonr. We benefit from that. 

Mr. Putts: What results are you getting that they are not 
getting? 

Dr. Boone. We share all our prosthetic research with the Armed 
Forces—the Army, the Navy, and ourselves. It is a joint enterprise 
under the National Research Council. 

Mr. Puarrs. What results are you getting that they are not 
getting? 

Dr. Boonr. We have developed the suction socket, for instance, that 
you hear sormuch about for above-the-knee amputees. That is one of 
ow developments. I do not say that what we are getting they do not 
share because I think we share it all, one way or the other. 

Mr. Putiires. Why is it not a duplication ? 

Dr. Boonz. We have developed improved techniques for manufac- 
ture of the acrylic eye. That is part of this program. We have de- 
veloped an improved type of artificial arm—technique of harnessing of 
arms to improve utilization of arms. 

Mr. Pumps. What is this acrylic eye? 
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Dr. Boone. It is a compound. It is plastic, instead of the glass eye 
of the old days. It is much more natural, and unbreakable. 

Mr. Pututes. Why is not this a duplication of what the Army is 
doing? 

Dr. Boonr. No duplication. We all do it together. What benefits 
one benefits the other. We work with this one committee that is co- 
ordinating it. It is composed of General Strong as chairman. 

Mr. Putuuirs. How is it coordinated ? 

Dr. Boonn. Through the advisory committee on artificial limbs, 
National Research Council. 

Mr. National Research Council? 

Dr. Boonr. National Research Council. General Strong is the 
chairman. 

Mr. Pritires. Have you got the wrong name? You do not mean the 
National Science Foundation ? 

Dr. Boone. General Strong is the executive director of the adviso 
o— on artificial limbs, which is a part of the National Researc 

ouncil. 

Mr. Anprews. Is that a Government agency, the National Research 
Council? 

Dr. Boonr. Quasi-Government. Both supported by the Govern- 
ment. 

On the prosthetic advisory committee is Mrs. Rogers, Congressman 
Kelley, Bob Allen, and about 5 or 6 others. This committee is an 
advisory committee to the VA Chief Medical Director. 

Mr. Jonas. Dr. Boone, you say you developed this eye in your own 
laboratories, in your own research program. What have the eye 
people been doing ? 

Dr. Boone. Commercial? 

Mr. Jonas. Yes. 

Dr. Boone. We beat them to the draw, I should say, probably, on 
this improvement. 

Mr. Jonas. Were they doing work on it? 

Dr. Boonr. We don’t know. 

Mr. Jonas. Were the commercial people in the field at the same time 
you were? 

Dr. Boone. Yes. 

Mr. Jonas. But you were able to come up with the answer ¢ 

Dr. Boonr. Yes, through research. 

Mr. Jonas. Is it not reasonable to believe that they would have come 
up with the same thing if they were on the track ¢ 

Dr. Boone. Yes, but they didn’t. We do not know who will be on 
the track to find the cause of cancer because there are so many in the 
field but somebody is going to hit it some day. 

Mr. Jonas. We know right in this committee, Doctor, that there are 
about half a dozen different agencies of the Government working on 
cancer and that is the reason we always ask these questions because we 
are hoping someway there will be coordination of this activity and not 
so much duplication. 

Dr. Boone. Mr. Congressman, our projects are all screened by the 
National Research Council and interwoven with these committees; 
some of the people are on that Council that are on our advisory group 
and the Public Health Service group, so the thing is well known before 
it iseven projected. 


| 

02 
03 
05 
07 
08 
09 

ha 

re 

Fi 

In 

h 

is 

d 

f 

il 

a 

8 

Ss 

f 

1 

2 

3 


1779 


EDUCATION AND TRAINING 


Mr. Puiuirs. Insert pages 215 through 225. 
(The pages referred to are as follows :) 


Obligations by objects 


| | 
| | i, | Estimated, 
| | Estimatec stimate +) or de- 
fiscal year fiscal year | crease (—), 
: | 190M | 1955 1955 over 
| 1954 


| 

} 

Travel, employee - 221, 591 om, 100 | 773 +$31, 673 
‘Transportation of things_ | | 
Rents and utilities. 3, 766 | 006 
Contractual services tens 5 
Supplies and materials __- ; 
Equipment 142." 737 | 200, 000 


Total obligations 1,400, 249 1,300,000 | 1,300, 000 00 


108, 566 
186, 705 


Between fiscal year 1949 and fiscal year 1954, the average number of hospitals 
has increased steadily, while obligations have been kept fairly constant with some 
recessions in certain fiscal years, as shown in the following table: 


Average Obliga- Average ob- 


number of | : ligation per 
hospitals tions hospital 


| 

126 | $1, 382, 565 $10, 973 

1, 160, 251 

1, 413, 553 

1, 285, 109 

1, 400, 249 

170 | 11/300, 000 

172 | 11,300,000 


F year: 
949__ 


Increase or decrease: Percent Percent 
Fiscal year 1949 to fiscal year 1953._........-......------.- +25 1.3 
Fiscal year 1949 to fiscal year 
Fiscal year 1949 to fiscal year 1955 


Estimated. 


In order to meet even partially the educational needs in increased numbers of 
hospitals, with reduced funds, it has been necessary to effect an extreme dilution 
of education and training program activities. The low fiscal year 1955 estimate 
is intended, as in past years, to include the costs of affiliated training for resi- 
dent physicians and dentists; medical lectures at many stations; tuition and 
transportation for educational purposes of all categories of professional and lay 
personnel involved in patient care; intra-VA conferences and in-service training 
for all these categories ; and medical illustration activities which are invaluable 
in teaching good medicine. 

Education and training supports the program of medical treatment and hospital 
care by (a) attracting qualified professional and technical personnel to full-time 
und part-time employment, ()) attracting young physicians and dentists to accept 
appointment as interns and residents within VA hospitals, (c) retraining profes- 
sional and technical personnel in full-time employment by offering them the op- 
portunity to keep abreast of the latest techniques and developments in their 
specialty. 

The functional components of the education and training program, and the 
funds required for each in fiscal year 1955 are as follows: 


1. Residency and internship training 
2. Postgraduate and in-service training 
3. Medical illustration 


02 
03 
05 
07 
09 
Percent 
—19. 24 
—30. 31 
—31.12 
4. Consultants (Advisory Committee on Education)... 6, 900 
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1, RESIDENCY AND INTERNSHIP TRAINING, $227,123 


Section 14 (b) of Public Law 293, 79th Congress, as amended, authorizes the 
VA residency and internship program. These residents and interns provide a 
direct professional service in the medical treatment and hospital care of vet- 
erans; therefore, their stipend is included in other budget requirements. How- 
ever, the requirements for travel of residents to obtain certain training which is 
not available within the VA, tuition charges for such training, and a small num- 
ber of supply and equipment items required in their training within VA hospitals 
are included as part of this program. 


Obligations by objects 


Esti 1 Esti d yen 

stimated, stimated, +) or de- 

A fiscal year fiscal vear crease (—), 

aon 1954 1955 1958 over 
1944 

02 Travel, employee. _. $4, 765 $5, 000 $5, 078 +$78 

07 Contractual services... | 161, 186 167, 000 190, 688 +23, 688 

08 Supplies and materials_. a | 9, 450 12, 381 14, 219 +1, 838 

09 Equipment... > | 12, 700 | 15, 055 17, 138 +2, 0R3 
Total obligations. +27, 687 


188, 101 199, 436 227, 123 


| 


02 Travel, employee, $5078 

It is estimated that 203 resident physicians and dentists will be required to 
travel for essential training not available within VA hospitals, at an average 
cost of approximately $25 per resident for transportation and per diem expenses. 


07 ~=Contractual services, $190,688 

The number of residents who will require training outside the VA and for 
whom tuition charges will be made is estimated to be S886. Based on fiscal year 
1953 experience, the average cost of tuition per resident requiring “affiliated” 
training will be $215. 


08 Supplies and materials, $14,219 
09° ~Equipment, $17,138 

These funds include all items of expendable supplies, such as slides and visual 
aids, as well as skeletons and anatomical models utilized in the training of 
residents and interns. 


2. POSTGRADUATE AND IN-SERVICE TRAINING, $623,417 


The postgraduate and in-service training programs are conducted under the 
provisions of section 13 of Public Law 293, 79th Congress, as amended, and 
require funds in the following major areas: 

(a) Employee travel for education purposes : 

(1) Travel for the purpose of serving as an instructor in another VA station ; 

(2) Travel to attend formally organized courses of instruction which the em- 
ployee attends in the role of a student or trainee for the purpose of improving 
his professional or administrative proficiency ; 

(3) Travel to VA hospitals or out-patient clinics and centers or institutions 
of learning for observation and orientation intended to improve the employee's 
professional or administrative proficiency ; 

(4) Travel to attend conferences, including workshops, institutes, and 
seminars for the purpose of improving professional or administrative proficiency 
through exchange of ideas on a special topic; through discussion of problems 
of mutual interest and concern; and through the acquisition of information 
applicable to the duties of the individual employee : 

(5) Travel to attend, for VA purposes or as a VA representative, meetings of 
professional, scientific, and technical bodies for the purpose of participating in 
the meetings and engaging in such activities as the presentation of papers before 
the organization. 

(b) Tuition of full-time personnel to attend courses of instruction, and reg- 
istration fees for conferences. 
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(c) Professional lecture program conducted within VA stations by specialists 
in medicine and allied fields. 


(d) Supplies and equipment required in the conduct of in-service training 
within VA stations. 


Obligations by objects 


Estimated, | Estimated +) on de 
stima’ imated, (+) or de- 
fiscal year | fiscal year | crease (—), 
1054 1955 1955 
19. 


$207, 089 $384, 339 +$20, 830 

07 Contractual services__. 613, 939 290, 800 218, 055 72, 745 
08 Supplies and materials 2, 900 4,201 i = } +6, 281 
3, 300 3,7 +6, 777 
Tete) 827, 228 662, 274 623, 417. —38, 857 


02 Travel, employee, $384,339 


The lack of adequate employee travel funds for educational purposes in past 
fiscal years has been the major factor limiting the development of an effective 
postgraduate and inservice training program. Either directly, or indirectly, this 
has had the effect of depriving veteran patients of many benefits, in the way of 
improved medical treatment and hospital care, that may be realized through the 
conduct of an adequate, progressive postgraduate and in-service training 
program. 

In fiscal year 1955 employee travel for educational purposes will be required 


by the various offices and services of the Department of Medicine and Surgery as 
indicated below: 


(a) Office of Assistant Chief Medical Director for Operations________~- $40, 822 
(b) Office of Assistant Chief Medical Director for Planning._..-._____ 294, 702 
¢4)- 24, 446 
(5) Psychiatry and Neurology Service_____-__-__-__ 59, 582 
(6) Pathology and Allied Seiences Service______--_- 44, 587 
(7) Physical Medicai and Rehabilitation Service___._ 21, 796 


Dietetic Service 


Vocational Counseling 


(13) Prosthetic and Sensory Aids Service____________ 12, 7 
(c) Office of Assistant Chief Medical Director for Dentistry__._________ 33, 355 


(d) Office of Assistant Chief Medical Director for Research and 


(1) Medical Illustration Division 


(2) Medical Record Library Division____.____________ 3, 955 
Total employee travel, postgraduate and_ inserve 


The travel requirement for personnel other than physicians, dentists, and 
nurses is $192,047 and that of physicians, dentists, and nurses, $192,292. 
It is estimated that 3,800 employees will utilize the above employee travel 
funds at an average cost of approximately $101 per employee. 
07 Contractual services, $218,055 
Funds for contractual services are required as follows: 
(a) Tuition for full-time personnel, $69,063. 
(0) Professional lecture program, $148,992 
(a) Tuition for postgraduate and in-service training for full- time employees is 
required where such a charge is made for (a@) courses of instruction in institu- 
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tions of learning, or conducted by organization or associations and (b) regis- 
tration fees for conferences, including workshops, institutes, and seminars. The 
fiscal year 1955 estimate has been based on the anticipated detail of 1,016 full- 
time employees to courses, at the fiscal year 1953 average cost $68 per employee 
so detailed and for whom tuition charges were involved. 

(b) The professional lecture program estimate represents a reduction in the 
amount requested in prior fiscal years. This will be made possible by using the 
major portion of these funds for the so-called isolated VA hospitals and elinies 
or those that are not near medical centers and metropolitan areas. The funds 
estimated for fiscal year 1955 will provide for 1,987 lectures, demonstrations, 
and/or clinics, at an average cost of $75 each. 


08 Supplies and materials, $10,482 
09 Equipment, $10,541 
Funds for supplies, materials and equipment essential to the proper conduct 


of this training are estimated at 10,482 for supplies and materials, and $10,541 
for equipment. 


3. MEDICAL ILLUSTRATION, $442,560 
The Medical illustration program provides support to the programs of medical 
treatment, hospital care, education, and medical research, by furnishing the 
essential audiovisual aids to the various professional services. 


Obligations by, objects 


Increase 
year 1953 1954 1955 1955 over’ 
er 
1954 
ee $9, 737 $14, 591 $25, 356 +$10, 765 
03 Transportation of things.................-- 2, 376 5, 000 6, 698 +1, 698 
NY ye 3, 766 8, 000 8,117 +117 
07 Contractual services................-..-..-.- 131, 126 117, 600 99, 498 —18, 102 
08 Supplies and materials. ._.................. 104, 378 103, 418 143, 865 +40, 447 
126, 737 181, 181 159, 026 —22, 155 
Ql 378, 120 429, 790 442, 560 +12, 770 


The requirements for the medical illustration program have been grouped 
under two major elements. These are: 

(a) Medical art and photography, $327,716. 
(b) Medical films, $114,844. 

Medical art and photography is an integral and necessary part of the post- 
graduate and in-service training program for VA personnel. In VA hospitals, 
medical illustration laboratories have been established to satisfy the require- 
ment for audio and visual aids. Funds for personnel to staff these laboratories 
are budgeted for under the in-patient care program. By planning and presenting 
scientific exhibits at professional meetings, medical illustration laboratories 
depict the beneficial accomplishments of the VA medical program for use by 
Department of Medicine and Surgery and other professional and technical per- 
sonnel. At the close of fiscal year 1953, there were in operation a total of 68 
medical illustration laboratories. Twenty-two additional laboratories are 
planned in newly constructed VA hospitals that have either already opened or 
are scheduled for opening in fiscal year 1954. Also, 4 additional laboratories 
are planned in existing and newly constructed hospitals opening in fiscal year 
1955, a total of 94 medical illustration laboratories planned to be in operation 
in fiscal year 1955. 

Through the medical film program, films in medical and other professional and 
technical areas are provided to increase the professional, scientific, and technical 
proficiency of employees of the Department of Medicine and Surgery. Utiliza- 
tion is made of teaching films produced outside the VA, as well as those produced 
by the VA. None of the resources of this program are utilized for public 
information purposes. 
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02 Travel, employee, $25,356 

Employee travel funds are required to insure successful performance of the 
scientific exhibit program and maintenance of high standards in the medical 
illustration laboratories and for travel performed by technical advisers on 
medical film projects. 


03 Transportation of things, $6,698 

Funds for the transportation of things are required for the interchange of 
scientific exhibits between VA stations and for the shipment of medical films 
from VA film library to the various hospitals and regional offices. 


05 Rents and utilities, $8, 117 


A large number of films, used by VA stations for teaching, demonstration, and 
study are provided by other governmental agencies and by civil institutions and 
organizations. Most of these loans require funds for transportation. It is 
estimated that 2,850 film prints will be borrowed gratis, at a shipping cost of 
$1.17 per print. In addition, it is estimated that there will be 1,503 film rentals 
at an average cost of $5.40 each. 

0? «Contractual services, $99,498 

This estimate covers requirements for: 

(1) Preparation and assembly of illustration materials for volume II of the 
Atlas of Prosthetic Appliances being prepared under the joint auspices of Vet- 
erans’ Administration, the Department of the Army, and the Academy of 
Orthopedic Surgeons ; 

(2) Assembling and arranging visual teaching materials concerned with patho- 
logical conditions, in conjunction with the Department of the Army; 

(3) The services of an Advisory Committee on Medical Illustration, consisting 
of five leaders in audiovisual education ; 

(4) Services of medical artists and photographers ; 

(5) Repairs to equipment; and 

(6) Providing color processing on a contractual basis for those hospitals with 
medical-illustration laboratories in which such facilities canot be installed. 

(7) The production of three 2-reél medical films at an estimated cost of 
$10,450 per reel, for a total cost of $62,725. 

(8) Fees for technical advisers on the subject matter content of the 3 medical 
films, at an estimated cost of $8,450. 


08 Supplies and materials, $143,865 
09 Equipment, $159,026 


Based on past utilization, the 94 medical-illustration laboratories planned for 
operation in fiscal year 1955 will require an average of approximately $1,366 
each for supplies and materials, and approximately $1,544 each for equipment. 
In addition, funds are required for the procurement of prints of medical films 
and for the procurement of new and/or replacement of projection equipment. 


4. CONSULTANTS (ADVISORY COMMITTEE ON EDUCATION), $6,900 


Obligations by objects 


Estimated Estimated yor de 

stimated, stimated, ) or de- 

pm a fiscal vear | fiscal year | crease (—), 
1955 1955 over 


$6, 800 
6, 800 


The Advisory Committee on Education is composed of five experts in the fields 
of medical and allied health education who meet formally four times a year 
to review the major problems of the educational programs conducted by the 
Department of Medicine and Surgery. The committee recommends changes -in 
policies and programs, and each member is available for emergency assignments 
at any time during the year. The residence of each of the five committee mem- 


| 1954 
07 Contractual services... $8, 500 | $6, 900 | —$1, 600 
Total obligations.__._..........--.-....-- | 8, 500 | 6, 900 | —1, 600 
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bers is in a different part of the country, enabling them to render services or to 
give advice on their own local or area problem. In this manner, problems are 
solved with a maximum effectiveness and with the least possible delay and cost, 


PROFESSIONAL LECTURE PROGRAM 


Mr. Prius. On page 219 you refer to the professional lecture 
program conducted within VA stations by specialists in medicine and 
allied fields. Does that cost us anything ?/ 

Dr. Boone. The lecture program costs us money. With these 
faculty members from schools and the outstanding specialists in the 
various and sundry fields. We are trying, Mr. Chairman, to more and 
more utilize our people as they are developed in lecture fields and to 
send out to the various and sundry hospitals—— 

Mr. Puiturrs. Are these lectures through the staff? 

Dr. Boons. Professional lectures, professionals. All the special- 
ities are pretty much covered. May I say, for instance out in Cheyenne, 
Wyo., a place like that, and Sheridan, Wyo., we try to take modern 
medicine to them through these lectures. 

Mr. Putiims. Who is the Assistant Medical Directors for 
Operations? 

r. Boonr. Presently, Dr. Robert. C. Cook. 

Mr. Putures. Is he located here in Washington ? 

Dr. Boone. Yes, sir. 

Mr. Jonas. Are people working on the cigarette problem? 

Mr. Hieiey. Only as an adjunct to the Public Health Service. 


EMPLOYEE TRAVEL 


Mr. Pures. Look at your figure on the yy Ms page 220, “Em- 
ployee travel.” How much did you get in 1953, Mr. Kelsey? 

Mr. Kersey. $207,089. It is on page 219. 

Mr. Putixures. That is a jum Sams $207,000 up to $384,000. Are 
you going to let it go at that and let us make up our own minds about 
it or are you going to tell us about it? 

Mr. Scuoen. It is on page 218, sir. 

Mr. Puturrs. It is indicated 203 resident physicians and dentists 
will be required to travel. 

Dr. Boonr. May I explain that, sir? If you take a residency, we 
do not have in every instance a rounded out program. In order to 

et the board’s certification, they have to have rounded training; they 

ave to go outside VA for gynecology and obstetrics to be eligible for 
board certification. In the field of cardiac surgery if required for 
surgical board certified work we do not have such a program and staff 
personnel are sent to an activity having such a specialty. 

Mr. Pures. You mean you have to spend the taxpayers’ money, 
the taxpayers of the United States, $100,000 more than you did last 
year in order to bring instructors to a veterans’ hospital to teach sub- 
jects for which the staff there have no use? 

Dr. Boons. These residents go to these institutions where they have 
that program. 

Mr. Puiuuips. That is the same thing backward. Just why do you 
send a physician from a male veterans’ hospital at the taxpayers’ 
expense to study gynecology ? 
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Dr. Boone. We have Waves and Wacs and women Marines and 
so on in greater numbers all the time. Besides, to get the board’s 
certification they have to have this rounded-out course. 

Mr. Anprews. You could not employ them ‘ 

Dr. Boonr. They would not be with us. 

Mr. Puituies. I do not know that we are talking about the same 
thing but it is interesting. I am talking about the item of $384,339 at 
the top of page 220 and the admiral is talking about the item of 
$623,417. 

Mr. Biceitow. Dr. Boone is an page 220 for the $384,000. 

Mr. Puiuips. It seems like a pretty good jump of $100,000 in 2 
years for that kind of travel. I do not believe you can say that is due 
to the opening up to 16 new hospitals. 

Dr. Boonr. There is some more field travel there, Mr. Chairman. 
That is explained, you see, in the reorganization. We have absorbed 
in the Department of Medicine and Surgery engineers, for instance, 
and personnel, and finance, and the supply people. 

Mr. Prius. You did not have them before ? 

Dr. Boonr. We did not have them before. 

Mr. Puitures. This is due to the reorganization ? 

Dr. Boonr. And “Special services” is part of ours. And the 
chaplaincy. That is all part of the Department of Medicine. That 
is all new acquisitions. 

Mr. Puiiurres. The chart on page 226 has been discussed. 


CANTEEN SERVICE 


Dr. Boonr, May I ask a question because of what we said was added 
tous! Canteens are added to the Department of Medicine and Sur- 
gery. Should you like the record to show anything on canteens‘ 

Mr. Puitirrs. Mr. Kelsey has already testified you do not have 
any money for canteens. 

r. Boonr. You spoke about the items and the things in the store. 

Mr. Pumps. You mean you have the responsibility for canteens 
but it does not cost us anything ¢ 

Dr. Boone. You spoke about the items on sale. I thought if you 
wanted anything on that 

Mr. Pumuips. You have a charge for supervision ¢ 

Dr. Boons. Yes. 

Mr. Putiutrs. How much of that? 

Dr. Boonr. Mr. Bucknell has moved in the whole organization. 

Mr. Puutiirs. How much would that be? 

Dr. Boone. I do not know what it is in the program. 

Mr. Pumurrs. What do we pay for supervision of these canteens? 

Mr. Baxer. It is all paid for from the revolving funds. 

Mr. Pures. Including the supervision 

Mr. Baker. The administration is under the Department of Medi- 
cine and Surgery. 

Mr. Puuuirs. How soon are you going to give us some of that 
revolving fund back? 

Mr. Baker. Some has been turned back every year. During the 
past 4 years a total of $2,708,485 has been covered into the Treasury. 

Mr. Krurcer. That means you are going to operate it at a profit? 
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Mr. Baxer. It is operating at a profit. 
Mr. Krurcer. I mean entirely. 


MAINTENANCE AND OPERATION OF Hospira.s 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 
Reimbursements from non-Federal sources....................|....---------- 3, 470, 400 3, 604, 900 
Reimbursements from other accounts. ............-...-.-.-..-..|--.---.------- 3, 529, 400 3, 529, 600 
Unobligated balance, estimated —3, 000, 000 
552, 000, 000 561, 262, 500 
Comparative transfer from ‘‘Administration, medical, hospi- 
tal, and domiciliary services, Veterans’ Administration’”’ ___| $513, 850, 447 
Comparative transfer to “General operating expenses, Vet- 
ck 512,121,052 | 549, 880, 000 561, 262, 500 


Norte.— Reimbursements from non-Federal sources above are for medical services furnished under emer- 
gency conditions to patients who are not entitled to hospitalization benefits (Public Law 149, 83d Cong.) 
= roceeds from hospitalization insurance contracts to the extent such contracts provide (Public Law 2, 


Obligations by activities 


Description 1953 actual | 1954 estimate | 1955 estimate 
Direct Obligations | 
1. Neuropsychiatric hospitals. _...| $157, 637,867 | $167,844,800 | $172,325, 200 
ob 46, 918, 200 50, 745, 300 49, 793, 600 
3. General medical hospitals 304, 187,718 | 327, 760, 300 335, 704, 100 
Total direct 508, 743,285 | 546,350,400 | 557, 732, 900 
Obligations Payable Out of Reimbursements From Other Accounts 
3, 377, 767 3, 529, 600 3, 529, 600 
Obligations by objects 
Object classification 1953 actual | 1954 estimate | 1955 estimate 
Summary of Personal Services 
Total number of permanent positions... ............--.-------- 106, 441 114, 116 116, 703 
Full-time equivalent of all other positions... ........-...--.-- 1, 769 2, 374 3, 076 
Average number of all employees. --_-.....-....-.....--------- 106, 775 114, 824 118, 777 
Average salaries and grades: 
General schedule grades: 
$3, 424 $3, 459 $3, 453 
Crafts, protective, and custodial grades: 
Ungraded positions: Average salary_...........--.----.-.- $5, 505 $5, $5, 547 
Personal service obligations: 
$379, 373, 508 | $409, 430,265 | $419,312, 350 
15, 543, 271 20, 911, 900 780, 000 
Regular pay in excess of 52-week base. ...........-..------ 1, 427, 542 1, 548, 035 1, 614, 150 
7, 597, 837 7, 973, 000 8, 121, 000 
Total personal service obligations. _..................-- 403, 942,158 | 439, 863, 200 452, 827, 500 
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Obligations by objects—Continued 


Object classification 


1953 actual 


1954 estimate 


1955 estimate 


Direct Obligations 
Personal services 
Travel: 


Beneficiary 
03 Transportation of things: 

Shipment of 
Other 

Communication services. 

Rents and utilities 

Other contractual services: 

Medical and dental fees 


Other 
Supplies al materials: 
Provisions 


Equipment 
Refunds, awards, and indemnities 
Taxes and assessments 


Deduct charges for quarters and subsistence 


Total direct obligations 


Obligations Payable Out of Reimbursements From Other 
Accounts 
01 Personal services 
08 Supplies and materials: 


Total obligations payable out of reimbursements from 
other accounts 


$401, 175, 158 


238, 257 
2, 387, 813 


7, 981, 351 


591, 080 
15, 025, 387 


44, 683, 939 
37, 873, 042 


$436, 970, 200 


8, 195, 000 


620, 000 
14, 247, 000 


45, 004, 000 
40, 012, 400 
5, 457, 400 


$449, 934, 500 


1, 469, 200 


520, 269, 356 
11, 526, 071 


559, 839, 400 
13, 489, 000 


571, 098, 800 
13, 365, 900 


~ 508, 743, 285 


546, 350, 400 


557, 732, 900 


2, 767, 000 


260, 000 
325, 000 
25, 767 


2, 893, 000 


266, 000 
340, 000 


2, 893, 000 


266, 000 
340, 000 
30, 600 


3, 377, 767 


3, 529, 600 


512, 121,052 | 


561, 262, 500 


Analysis of expendi 


tures 


1953 actual 


| 1954 estimate 
| 


1956 estimate 


Unliquidated obligations, start of year 
Obligations incurred during the year 


Deduct: 
Adjustment in obligations of prior years 
Reimbursements 
Unliquidated obligations, end of year. 


Total expenditures 
Expenditures are distributed as follows: 


Out of current authorizations 
Out of prior authorizations 


68 300, 000 


$53, 300, 000 
561, 262, 500 


614, 562, 500 


2,000, 000 
7, 134, 500 
54, 428, 000 


491, 700, 000 


551, 000, 000 


51, 000, 000 


230 a dupli 
Mr. Bicetow. Yes, sir; in a slight] 
Mr. Putttres. Insert pages 226 and 229 through 244. 


(The pages referred to are as follows: 


) 


now to maintenance and operation of hospitals, is not page 
cation of one we have already included in the record 4 
‘different form. 
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Maintenance and operation of hospitals, $55 4,128,000 


Obligations by object 


Average Employment 
Obligations 


O01 Personal 
Consultants (included in Personal services) - 
Travel: 

Employee 
Beneficiary 


‘Transportation of things: 
Shipment of bodies 
Other _. 


Rents and utilities. 
Other contractual services: 


Other 


Provisions: 
Increase in inv 
09 
13 Refunds, awards, and indemnities _ 


15 Taxes and assessments. : 


Total gross obligations __ 
Less quarters, subsistence and leave. 


Contact 
bis, yenera 


rogram 


Reimbursements 


Decrease in depot 
Appropriation or estimate 


02 
03 
04 Communication 
05 
07 


Medical and dental fees. 


transfer to 
Operation Expendi- 
tures” 


Estimated, | Estimated onde 
‘stimated, estima +) or de- 
—a fiscal vear fiscal vear crease (—), 
y 1954 1955 1955 over 
1954 
105, 435 113, 544 117, 449 +3, 905 
$403, 942, 158 | $439, 863, 200 | $452, 827, 500 | +$12, 964, 300 
(7, 690, 159)| (10, 000, 000)} (10, 000,000); 
238, 257 301, 500 310, 200 +8, 700 
2, 387, 813 2, 432,000 | 2, 618, 800 +186, 800 
164, 822 182, 000 179, 900 —2, 100 
3,442,199 | 3,375,000 | 3, 721, 000 +346, 000 
1, 707, 483 1, 765,000 , 1, 855, 900 +90, 900 
7,981) 351 8,195,000 | 8,633,000 +438, 000 
591, 080 620, 000 | 642, 000 +22, 000 
14, 453,199 | 14,247,000 | 14, 982 600 +735, 600 
43,517,112 | 45,270,000 | 41,562,100 || —3, 707, 900 
2,124, 403 
42, 408,026 | 40,352,400 | 40, 547,000 +194, 600 
4.858. 513 5.488.000 | 5, 263. 700 —224' 300 
14, 185 | 15, 500 +15, 500 
1, 000, 877 1,277,900 | 1, 469, 200 +191, 300 
528,831,478 | 563,369,000 | 574,628,400 | +11, 259, 400 
826, 071 | —13, 489,000 | —13,365,900 +123, 100 
517, 305, 407 | 549,880,000 | 561,262,500 | +11, 382, 500 
720, 395 +2, 120,000 —2, 120, 000 
| +8,000, 000 —3, 000, 000 
519, 034,802 | 555,000,000 | 561, 262,500 | +6, 262, 500 
—6, 241,992 | —7,000,000 | —7, 134, 500 — 194, 500 
507, 608,455 | 548,000,000 | 554,128,000 | +6, 128, 000 


These funds are requested to provide inpatient hospital care for veterans 
Such care includes all medical and surgical 


entitled thereto under existing law. 
treatment rendered in Veterans’ Administration hospitals to inpatients. 


It does 


not include medical treatment furnished outpatients in regional offices (see out- 
patient-care programs), or domiciliary care in Veterans’ Administration and 
State homes (see Domiciliary-care program), or medical and surgical treatment 
rendered in non-Veterans’ Administration hospitals to inpatients (see Con- 
tract-hospitalization program). 
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Obligations by type of hospital 


| Increase 
Estimated, Estimated +) or de- 
etva > 
A fises vear fiscal vear crease (—), 
954 1955 1955 over 
1954 


By program 


Neuropsychiatric hospitals. _- $157, 637, 367 $167, 844, 800 | $172,325, 200 | +-#4, 480, 400 
Tuberculosis hospitals | 46,918,200 | 50,745, 36 49, 703, 600 | rt 041, 700 
General, medical and surgical. _- 312, 749, 840 | 331, 4 | 339, 233, 700 7, 943, 800 
Net total obligations. - | 517,305, 407 | 549, $80,000 | 561, 262, 500 | 382, 500 
Plus: Contact program transferred to general | 
operating expenses he-cuhieianaantt +1, 729,395 | 2, 120, 000 , 120, 000 
Plus: Savings... | _+3,000, 000 3, 000, 000 
Subtctal._- | 519,034, 802 555, 000, 000 | $61,262,500 | +6, 262, 500 
‘Less: Reimbursements... |} —6, 241,992 | —7,000, 000 —7, 134, 500 — 134, 500 
Less: Decrease in depot stock. —5, 184, 355 
Appropriation or estimate_. | 507, 608, “455 548, 000, “000 | 554, 128, 000 +6, 128, 000 


For the fiscal year 1955 it is estimated that an amount of $561,262,500 will be 
required to maintain an average of 117,700 operating beds having an average 
daily patient census of 105,100. Reimbursements from other sources ure ex- 
pected to be approximately $7,134,500 which leaves a net request of $554,128,000. 
The total amount of $561,262,500 for fiscal year 1955 is $11,382,500 more than the 
amount estimated to be required in fiscal year 1954. Fund requirements for 
hospitals care are directly related to two base factors: bed capacity (both au- 
thorized and operating) and patient load. 


Numer of installot’ons 


= 
| Fiscal year 1953 Fiseal year 1954 Fiscal year 1955 


| 


Type of station | | | Aver- 

fiscal ating | Open-| C fis al | ating | Open- | Clos- | Ps A 
year June | ing ing ~~ June 
1954 1954| | (90, 1955 


Oper- 
ating 


NP hospitals_. 
TB hosp) itals 
G. M. S. hospitals. 


Total hospitals !__ 


Total number of in- 
stallations 2. 


RO outpatient clinics (in- -| 
cluding Manila) | 


' Includes 14 domiciliaries, 1 of which is combined with a TB hospital, and 13 wats are combined 
with G. M. & 8. hospitals. 


2 Based on construction schedule Sept. 30, 1953. 
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Constructed beds, averaye operating beds, average daily patient load, and average 
employment in hospitals opening after Jan. 1, 1953 


FISCAL YEAR 1955 


Operating beds |Averaee,_ Employment 


Hospital scheduled {structed patient | 
ospita. schedule structe 
opening date | beds June 30, load, | Average) yune 30, 
Ss 955 fiscal | fiscal 955 
year 1955 year 1955 year 1955 
| 
Total. 11, 648 6, 708 8, 346 | 4, 880 | 9, 600 11, 550 


Neuropsychiatric hospitals, 
3, 872 1, 900 2, 600 1, 370 2, 310 3, 130 


Brockton, Mass 


BAK | Oct. 6, 1953 948 650 800 | 480 730 950 
Pittsburgh, Pa_. Nov. 25, 1953 951 650 800 | 480. 7 950 
Salisbury, N.C. Oct. 15, 1953 973} 450 550 | 320 550 670 
Sepulv eda, — Aug. —, 1954 1, 000 > 150 450 | 9 300 560 


| 
General medical and surgical | 
hospitals, 7, 776 746 7,3 


Ann Arbor, Mich 


nn Arbor, Mich. 12, 1953 350 400 530 
Birmingham, Ala_..........| Mar. 6, 1953 479 | 350 479 300 640 660 
Chicago, Ill, (WS)..........| Sept. 1, 1953 48 | 380 400 240 570 590 
Chicago, Il. —-- Leet Oe | Dec. 7, 1953 | 516 280 350 140 600 800 
Cincinnati, Ohio_....______.| June —, 1954 | 496 150 300 | 100 | 280 450 
Durham, N. C__.. .....-| Apr. 6, 1953 | 483 | 460 483 | 400 | 650 660 
New York, N. Y- ...| Aug. —, 1954 1, 252 | 200 400 | 125 | 320 620 
Oklahoma City, Okla_- Sept. 14, 1953 488 | 400 450 | 330 | 590 640 
Philadelphia, Pa________ Jan. 2.1983 488 488 488 430 | 660 660 
Pittsburgh, Pa......._._....| July —, 1954 742 400} 175| 450 600 
St. Louis, Mo =a ei | Feb, —, 1954 496 400 496 | 310 550 660 
| June 10, 1953 488 350 350 | 240 500 500 
West Haven, Conn..___-__- Apr. 8, 1953 872 700 750 | 490 950 1, 000 


The total hospital personnel requirements for fiscal year 1955 have been de- 
veloped on the following basic assumptions: 

1. Hospitals in operation prior to January 1, 1953, will be staffed on the basis 
of beds required to meet potential patient loads. This will represent a con- 
tinuation of the level of operations planned for June 30, 1954, within the funds 
appropriated by Congress for that fiscal year, as adjusted for openings and clos- 
ings of beds in fiscal year 1955 due to conversions and additions. 

2. Hospitals activated January 1, 1953, and thereafter, will be staffed on the 
basis of September 30, 1953, construction schedules as modified by— 

(a) Anticipated delays in construction schedule of from 30 to 120 days 
for individual hospitals ; and 

(0) Anticipated patient demand and recruitability of personnel, to allow 
full operation, to be reached by individual hospitals in from 12 to 30 months. 

3. In the attainment of the estimated average employment of 113,544 in fiscal 
year 1954, the internal distribution of employment by type of hospital will be 
subject to review and internal revision, based on experience and on future 
variance from current forecasts in types of patient demand and employee re- 
cruitability. To accomplish a significant periodic review of staffing require- 
ments, hospital by hospital, the Chief Medical Director has appointed a staffing 
committee comprised of professional and administrative staif members of the 
Department of Medicine and Surgery. Each hospital has been reviewed and will 
continue to be studied periodically by the committee on the basis of the follow- 
ing criteria : 

(a) Historical patient load by type of patient ; 

(b) Current patient load by type of patient; 

(c) Current waiting lists; 

(d) Expected demand for hospitalization within the area; 

(e) History of mathematical relationship between patient loads by type 
and operating beds; 

(f) Number and size of wards; 

(9) Physical layout of hospital plant ; 

(h) Staffing requirements for ward and function by type of bed; and . 

(i) Recruitability of qualified personnel. 


The above approach is used in recognition of the fact that valid staffing require- 
ments of the VA hospitals cannot be judged on the basis of predetermined 
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arithmetical ratios of staff to operating beds or patients, either for an individual 


hospital or for any grouping of hospitals. 

These ratios, which are often cited as governing factors with respect to staff- 
ing needs, merely depict the situation as it existed over any given period of time 
or point in time with respect to the staffing utilized to service operating beds or 
patient loads. This does not necessarily mean either that the staffing ratio 
which did exist was adequate or, if it was adequate, that the same ratio is ap- 
plicable to a future period of time during which the composition of the operating 
beds or patient loads, or the medical techniques differ from the period in which 
the ratios were evolved. 

Aside from differences in composition of patient loads or operating beds, the 
advancing progress of VA medical care which enables more patients than ever 
to remain alive does contribute considerably to the invalidity of past ratios 
with respect to future staffing needs. 

For example, there has been a steady decline in the mortality rate of TB pa- 
tients which is readily attributed to the use of streptomycin and PAS regi- 
mens. However, it must be realized that the use of these lifesaving drugs re- 
quires a large increase in employment for medical, nursing, and laboratory care. 
These personnel are required for drug administration, follow-up care, and close 
observation of the patients in order to observe the first signs of any death-causing 
complications. Further examples are the increased personnel requirements aris- 
ing from new treatment techniques being progressively developed for the leading 
diagnostic categories most frequently reported as the principal cause of hospitali- 
Zation, such as malignant neoplasms, ulcers of stomach and duodenum, arterio- 
sclerotic and degenerative heart diseases, arthritis, hernia of abdominal cavity, 
and, especially, psychoses and psychoneurotic disorders. In the latter cases, the 
essentiality of substituting modern psychiatric care (e. g., shock therapy, hydro- 
therapy, etc.) for the archaic custodial care of mentally ill patients, and of using 
new surgical treatment for neurological conditions which formerly were con- 
sidered hopeless, have caused increased personnel requirements. 

Inadequacy of hospital staff due to adherence to past ratios would inevitably 
result not only in a smaller patient load as beds are reduced, but affects seriously 
those patients remaining by way of improvised shortcuts in treatment, post- 
ponement of treatment, and longer length of stay. 


Neuropsychiatric hospitals, $172,325,200 


| Incre: (+) 
Actual, Estimated, | Estimated, 
Obligations by object fiscal year | fiscal year fiscal year | ecmeans (—), 
1953 1954 1955 1955 over 
| 1954 
Average employment, field. ..........-.---..... 33, 460 | 36, 232 37, 706 +1, 474 
OBLIGATIONS 
ee ee $121, 732,990 | $133, 264,600 | $137,944,600 | +$4, 680,000 
Con (included in personal 
services). (1, 028, 115)} (1, 300,000)} (1, 300, 000)}_ 
02 Travel: 
Employee... ..--- 55, 168 51,000 52, 600 +1, 600 
Beneficiary ___. 249, 786 260, 000 261, 300 +1, 300 
03 Transportation of things: 
Shipment of bodies.................... 20, 989 26, 000 21, 900 —4, 100 
Other. 1, 127, 065 1, 125, 000 1, 179, 000 +54, 000 
04 Commonieation services. __.............- 355, 921 365, 000 385, 700 +20, 700 
05 Rents and utilities. 2, 050, 571 2, 125, 000 2, 257, 300 +132, 300 
07 Other contractual services: 
Medical and dental fees. — 201, 757 210, 000 220, 000 +10, 000 
‘ 4, 620, 430 5, 477, 000 5, 512, 100 +35, 100 
08 Supplies and materials: 
rovisions: 
Raw foo’ issued. 19, 508, 368 18, 455, 000 17, 375, 600 —1, 079, 400 
hospital inventory. . — 440, 823 0 0 0 
Other. wd ~ 10, 152, 132 9, 408, 000 9, 759, 500 +351, 500 
Equipment __ 1, 488, 802 1, 360, 500 1, 585, 500 +225, 000 
13. Refunds, awards, and indemnities_. 5, 000 +5, 000 
15 Taxes and assessments--__........--.-..---- 337, 211 412, 700 498, 800 +86, 100 
obl 161, 464, 882 172, 539, 800 177, 058, 900 +4, 519, 100 
:Q.8 —3, 827, 515 —4, 695, 000 —4, 733, 700 —38, 700 
Net total obligations... -.........-.-.- . 157, 637, 367 167, 844, 800 172, 325, 200 +4, 480, 400 
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Analysis of employment by subprogram 


Psttmated, | Rotimated, |" Ch) or ae 

stimated, stimated, +) or de- 

fiscal year fiscal year crease (—), 
1954 1955 


NEUROPSYCHIATRIC HOSPITALS 


Funds are requested for fiscal year 1955 to operate an average of 40 
neuropsychiatric hospitals having an aggregate average bed capacity of 57,219. 
In fiscal year 1953, there was an average daily patient load in these hospitals 
of 48,377; in fiscal year 1954, it is anticipated that there will be an average 
daily patient load of 49,650; while it is estimated, for fiscal year 1955, that the 
average daily patient load will rise to 50,600 or 950 more patients to be treated 
daily than in fiscal year 1954. The amounts listed in the preceding tables will 
cover all expenses related to the operation of these hospitals. A general descrip- 
tion of the methods used to compute the employment for these hospitals was 
included under the total hospital personnel requirements. 

VA hospitals with a predominantly psychiatric patient population are devoted 
primarily to providing intensive treatment programs for the mentally ill with 
a view to the recovery of the patient and his return to the community, and to 
providing a more community-like daily life for chronic patients who do not 
respond to intensive treatment to a point where they may leave the hospital. 
In the past, hospitalized psychiatric patients were too often given custodial 
care only, with the result that their mental condition deteriorated, and the 
remainder of the patients’ lives were spent within the hospitals. There has 
been adequate demonstration in VA hospitals that if intensive treatment is 
promptly instituted, utilizing all presently available therapeutic techniques, 
an increasing number of mentally ill patients can be returned to their communi- 
ties after a shorter period of hospitalization. 

There is a direct relationship between the degree of improvement and the 
amount of individual treatment the patient receives from the psychiatrist and 
allied personnel. If an inadequate number of medical and allied personnel is 
available, many individual patients will be reached only in a custodial way and 
intensive treatment of these patients may be impossible or so long delayed as to 
be ineffective. 

A further demand is placed upon these VA hospitals in that approximately 25 
percent of all patients require medical care and treatment over and beyond that 
needed for their mental illness as such. These patients require a high ratio of 
medical and allied personnel to patient load such as is required for the care and 
treatment of general medical and surgical patients. A number of neuropsychi- 
atric hospitals admit patients solely for the treatment of general medical and 
surgical conditions. 

VA psychiatric facilities are faced with relentlessly rising waiting lists, due to 
the rise of mental illness with increasing age and the inadequacy of community 
facilities. The VA occupancy rate is extremely high in terms of approved stand- 
ards of hospital management. In view of the slow pace at which additional 
psychiatric beds can be made available through new construction, and of the 
extreme difficulty faced in recruiting additional psychiatric personnel, it is evi- 
dent that the major source of psychiatric beds must come from more rapid 
turnover. The principal way this can be brought about is by establishing and 
implementing intensive therapies for mental patients, so that a greater number 
of discharges at an earlier date can be effected. Obviously this method promises 
vastly greater economies than would a marked expansion of psychiatric ‘beds. 
with only custodial care provided. 


1954 

M 
Administrative services. 432 469 474 +5 
25, 759 28, 058 29, 15° +1, 097 
cus 764 819 890 +71 
4,811 5, 132 6, 325 +193 
Total average employment.....________. 33, 460 | 36, 232 37, 706 +1,474 
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Another means of obtaining additional neuropsychiatric beds is through the 
foster home care program. This program was designed to provide selected 
patients an opportunity to reenter community living by placement with a family 
other than their own, where return to their own family is not feasible. To the 
new patient, the foster home care program provides the opportunity for a fresh 
start in a new environment unhampered by the confining restrictions of hospital ; 
to the chronic patient who has assimilated maximum hospital benefits and who 
has only minimum residuals in the way of idiosyncracies, it provides acceptance 
as an individual rather than restriction as a patient. In addition to providing 
another therapeutic approach, this activity is intended to increase hospital turn- 
over by emptying psychiatric beds. The coordinated efforts of medical, social 
service, psychological, and other personnel in sufficient numbers is essential to 
insure success. 

Most neuropsychiatric hospitals are built on a horizontal plan with many 
widely separated buildings, some without connecting corridors. In the frequent 
movement of patients between buildings, it is necessary to have them escorted by 
attendants. Also, in those hospitals where the bed capacity of wards is below 
maximum efficiency, due to type of construction, the number of nurses and 
attendants required for 24-hour ward duty may be the same as for wards of 
higher bed capacity constructed for more efficient operation. So long as hospitals 
which are physically not well adapted to the care of psychiatric patients are 
utilized, the necessity for additional personnel must be recognized. 

To provide for more effective therapies, the VA is carrying on an expanding 
special treatment program. This includes centers in designated hospitals for 
prefrontal lobotomy, the treatment of psychiatric patients who also have tubercu- 
losis, treatment of aphasia, investigation and treatment of epilepsy, clinics for 
electroencephalography and use of psychological testing. The special treatment 
points the way, by demonstration and research, to better techniques for applica- 
tion in all VA hospitals. This intensive treatment program requires some addi- 
tional personnel, but should also result in significant long-term economies. 

The staffing of medical personnel, especially of psychiatrists, and neurologists, 
and psychologists, at neuropsychiatric hospitals, has been and continues to be 
much below good medical standards. The number of medical personnel requested 
for fiscal year 1955 is still below approved medical standards by reason of a 
realistic recognition of recruiting limitations, particularly psychiatrists. 


Tuberculosis hospitals, $49,703,600 


Increase (+) 
Actual, Estimate, Estimate, or 
Obligations by object fiscal year 1 year l year | decrease (—), 
2 1953 1954 1955 1955 over 
1954 
Average employment: Field _..........-.....-- 9,610 10, 302 10, 238 —64 
Obligations: 
$36, 562,740 | $39,485,000 | $39, 038, 500 — $446, 500 
Consultants in serv- 
02 Travel: 
SO ea 28, 431 500 29, 800 —700 
Beneficiary siihinsetttaintane ae 181, 295 192, 000 192, 400 +400 
03 Transportation of things: 
Shipment of 19, 000 16, 000 —3, 000 
04 Communication services........-.----- 160, om 175, 000 172, 100 —2, 900 
ee eee 853, 435 870, 000 845, 900 —24, 100 
07 Other contractual services: 
Medical and dental fees...........- 64, 137 70, 65, 000 —5, 000 
1, 536, 2, 270, 000 2, 268, 800 —1, 200 
08 Supplies oa materials: 
Provisions: 
Raw food issued.__.......-.--.- 282, 4, 417, 000 3, 955, 700 —461, 300 
Other - Cerne lel , 601, 3, 842, 100 3, 634, 000 —208, 100 
420, 262 100 426, 000 —22, 100 
13 Refunds, awards, and indemnities_._.- 2, 500 +2, 500 
15 Taxes and assessments. ---..---.-.----- 86, 471 100, 600 122, 400 +21, 800 
48, 349, 482 344, 300 51, 197, 500 —1, 146, 800 
—1, 431,282 | —1, 599,000 | —1, 493, +105, 100 
Net total obligations. ..........-....- 46, 918, 200 50, 745, 300 49, 703, 600 —1, 041, 700 
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Analysis of employment by subprogram 


Increase 
Actual, fiscal | Estimated, (+) or de- 


fiscal year crease (—), 
year 1953 1954 1955 over 
1954 


TUBERCULOSIS HOSPITALS 


Funds are requested for fiscal year 1955 to operate an average of 21 tuberculosis 
hospitals having an aggregate average bed capacity of 9,917. In fiscal year 1953 
there was an average daily patient load in these hospitals of 7,727; in fiscal 
year 1954 it is anticinated that there will be an average daily patient load of 
8,200; while it is estimated, for fiscal year 1955, that the average daily patient 
load will remain at 8,200. The amounts listed in the preceding tables will cover 
all expenses related to the operation of these hospitals. A general description 
of the methods used to compute the employment for these hospitals was included 
under the total hospital personnel requirements. 

VA hospitals with a preponderance of TB patients stress cure and rehabilita- 
tion rather than mere custodianship. Tuberculosis is a disease in which the 
fight to save the personality of the individual and to reintegrate him with the 
social and economic structure is as essential and difficult as is the purely medical 
fight to save his life. The physicians, nurses, dietitians, social workers, physical 
medical rehabilitation personnel, attendants, and all other members of the med- 
ical “team,” strive to effect between the patient and the environment which he 
will join after discharge a continuing mutual sense of worth and belonging. 

These hospitals have problems not characteristic of other types of hospitals, 
which are reflected in their personnel needs. Patients and hospital employees 
must take time to learn and practice prescribed and complicated aseptic tech- 
niques to avoid the spread of infection. Since these hospitals also give medical 
care to a smaller number of general medical, surgical, and neuropsychiatric 
patients, there must be sufficient personnel to service the laboratories and opera- 
ting suites which are necessary for aseptic reasons, if all patients are to be 
treated expeditiously. 

It is relatively difficult to recruit nurses and attendants because of the occu- 
pational hazards involved. Even when recruited, the high turnover creates the 
need for repeated time-consuming inservice training in asepsis, special mediea- 
tions, ete., which would not be necessary with stability of employment. Also, 
the complex surgery which is routine in treatment of tuberculosis, e. g., pul- 
monary resections, thoracoplasties, etc., makes the availability of immediate and 
constant nursing care vital in order to avoid disaster. 

Most TB hospitals now functioning were built in isolated areas. This increases 
the difficulty of recruiting the required personnel. Where volunteers are avail- 
able, their range of activity is comparatively limited due to the nature of the 
disease. 

Since the overwhelming majority of patients in these hospitals requires pro- 
longed rest as a part of the curative process, diets must be high in caloric and 
protein content and must be varied enough to induce patients to consume the 
quantities necessary for rapid recovery. 

An adequate social service staff is needed to be of continual reassurance to 
the patients that their families are all right. There must also be sufficient psy- 
chiatric and rehabilitation personnel to stimulate the patients’ desire to return 
to normal society, to help them improve their physical condition by suitable 
therapy, to help them learn suitable occupations, and to help determine their 
work capacity. 


subs 79 | 83 0 
Administrative services. ....................-.. 183 184 192 +8 
dh 175 184 184 0 
1,784 1, 846 | 1, 918 +72 
Total average employment.............-- 9,610 | 10, 202 | 10, 238 —64 
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General medical and surgical hospitals, $339,233,700 


Increase (+) 
Actual, Estimated, | Estimated, or 
Obligations by object fiscal year fiseal year fiscal year | decrease (—), 
1953 1954 1955 1955 over 
1954 
| | 
Average employment, field. 62, 265 | 67,010 | 505 | +, 495 
OBLICATIONS 
Personal .| $245, 646, 428 | $267,113, 600 | $275, 844.400 | +88, 730, 800 
Consultants (included in ‘mane serv- 
ices). (6, 219, 516) (8, 175, 000) 
Travel: 
Wmplover. 1M4, 220. 000 2°7. S00 +7, 500 
Beneficiary. 1, 732 1, 980, 000 2, 165, 100 +185. 100 
08 Transportation of things: 
Shipment of bodies. 128, 794 137, 000 000 +5, 009 
Other 1, 911, 502 1, 825. 000 2, 113, 800 +288, 600 
04 Communication 1, 182, 321 1, 225, 090 1. 29°, 100 | 73, 100 
05 Rents and utilities... 5, 077, 345 5, 2000. 000 529, S00 +329, S00 
07 Other contractual services: 
MeJieal and dental 325, 18F 340, 009 57, O00 +17, 000 
8, 296, IST 500, 000 7, 201, 700 +701. 700 
08 Supplies and materials: 
Provisions: 
Raw food issued 19, 726, 260 22, 398, 000 20, 230, 800 — 2, 167, 200 
2, 049, 449 3, 678, 400 3, 252, 200 —127, 200 
13 Refunds, awards, and indemnities ®, 000 8. 000 
15 Taxes and assessments. ..-.---_..-....- 577, 195 764, 60) 848, 000 +33, 400 
319, O17. 114 838, 484, 900 346, 372, 000 | +7, 887, 100 
—6, 267, 274 —7, 195, 000 —7, 138, 300 +56, 700 
Net total obligations. 312, 749, 331, 289, 900 339, 232. 700 | +7, on, 800 
Analysis of employment by subprogram 
| Est stimatec (+) or de- 
fiscal year fiscal year crease (—), 
1954 | 1955 1955 over 
| 1954 
Managers office 423 407 | 482 wis | +75 
Administrative services: ___ 1, 213 1, 321 | 1, 289 —32 
1, 030 1, 135 = —33 
8, 696 9, 137 +441 
Total average employment... _________. 62, 365 67, 010 69, 505 +2, 495 


GENERAL MEDICAL AND SURGICAL HOSPITALS 


Funds are requested for fiscal year 1955 to operate an average of 111 general 
medical and surgical hospitals having an aggregate average bed capacity of 


64,070. 


In fiscal year 1953 there was an average daily patient load in these hos- 


pitals of 41,871; in fiscal year 1954 it is anticipated that there will be an average 
daily patient load of 44,520; while it is estimated, for fiscal year 1955, that the 
average daily patient load will rise to 46,300 or 1,780 more patients to be treated 
daily than in fiscal year 1954. The amounts listed in the preceding tables cover 
all expenses required for the operation of these hospitals. A general description 
of the methods used to compute the employment for these hospitals was included 


under the total hospital personnel requirements. 


The general medical surgical hospitals care for the majority of the veterans 
admitted to the VA hospital system who need treatment for acute, short-term 
organic and functional disorders, or for the chronic residuals of such disorders, 
or for the comparatively long term degenerative disorders which he encountered 
with increasing frequency in the veteran population as it ages from year to year. 
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These hospitals must be prepared, day in and day out, to treat almost every 
conceivable type of disease. To do this, with the best results possible for the 
veterans in their care, there must be provided a rounded medical and ancillary 
medical staff supplemented by consultants and attendings; extremely diversi- 
fied supplies of drugs and medicines, some of which are new and therefore very 
expensive; nutritive foods used for all diets including many special ones re- 
quired for different illnesses; and a wide range of diagnostic, surgical, rehabili- 
tative, and other therapeutic equipment. 

These hospitals also treat tuberculosis and neuropsychiatric patients in smaller 
numbers. Therefore, they must be equipped to provide asepsis for patients and 
employees; separate laboratory and clinic facilities for tuberculous patients to 
avoid spread of infection; streptomycin treatment for the tuberculous; shock 
therapy for psychotics ; intensive psychiatric activity ; and expanded social serv- 
ice work, 

Centers for specialized care have been established at selected hospitals for al- 
lergy cases, blinded veterans, epileptics, aphasics, paraplegics, patients in need 
of plastic surgery, special medical rehabilitative cases, and patients with malig- 
nant illnesses. Other hospitals are diagnostic centers. Active work in the de- 
yelopment of prosthetic and sensory aids service is also carried out. 

In these hospitals, there are comparatively few patients who do not require at 
some time or other, most usually upon admission, intensive care for an acute con- 
dition, which is the costliest of medical care in personnel, drugs, medicine, and 
every other way. While the treatment of some long term chronic patients may 
hecome stabilized to the point where the daily cost of treatment is not high, this 
is not true of those chronic patients who require repeated blood transfusions, 
special nursing or special drugs over a long period of time. Similarly, this is 
not true of most admissions. The young veteran with traumatic injuries sus- 
tained in Korea requires acute intensive treatment. If he is discharged quickly 
and his place is taken by another veteran with an acute condition, immediate 
high costs are repeated. The veteran, particularly of World War I, who enters 
the hospital for treatment for a degenerative illness characteristic of his age 
group usually does so because his condition has become acute—and in this phase 
immediate treatment also generates high costs. 


PART-TIME PERSONNEL 


Mr. Puuituirs. Now, referring to page 245, “Part-time personnel,” 
will you give me a little statement that rounds those two pages out 
to explain how much you need and why for part-time personnel ? 

Dr. Boonr, Part-time personnel is utilized because the individual is 
not able to devote full time to the VA. The need in the particular 
field does not warrant a full-time position. 

Mr. Putuips. Is this a professional employee ? 

Dr. Boone. Yes, sir. 

Mr. Puitiirs. Some of them or most of them are doctors? 

Dr. Boone. Some of them but not all; most of them are. 

Mr. Puitiups. What are the others? 

Mr. Bicevow. Trainees, orthopedists, medical administration, mem- 
ber employees in domiciliaries, engineer trainees, and others. 

Mr. Putiurps. All people who have to do with professional treat- 
ment of veterans ? 

Dr. Boonr. Physicians and ancillary groups. 

— Bicetow. Clinical psychologists, social service workers, and 
others. 

Mr. Purturps. Page 247 is a breakdown of part-time estimate for 
1955 ; please place that in the record. 
(The page referred to is as follows :) 
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PERSONNEL UNDER SPECIAL PROGRAMS 


Mr. Pures. For personnel under special programs, please insert 
in the record pages 248 through 251. 


(The matter referred to is as follows :) 


SPECIAL ProGgRAMS 


Ceiling requirements for the special programs are shown in detail on the 
chart on the following page. 
Brace shops fabricate orthopedic and surgical appliances for eligible veterans, 
at less expense and of a better quality than those availab!e from commercial 
sources. In addition, the long period of hospitalization otherwise spent in wait- 
ing for the item to be completed is eliminated. The brace shops serve bene- 
ficiaries referred from nearby field stations as well as those of the parent station. 
Plastic-eye laboratories are staffed with highly skilled personnel who furnish 
complete service to eligible veterans requiring artificial eyes, cosmetic facial 
and body restorations, nonfunctional plastic artificial hands, plastic cosmetic 
skin gloves, plastic-ear inserts for hearing aids, and other similar prosthesis, 
in all areas where adequate commercial facilities are not available. 

Central dental laboratories are located at focal points to process special and 
routine oral prosthetic appliances for the various dental installations. These 
laboratories have been able to produce a better quality appliance in greater 
volume, due to supervisory control at the originating station and at the processing 
level. 

Aphasia clinics provide speech rehabilitation for eligible veterans, including 
testing for speech correction and conversation to correct speech deficiencies 
caused by physical or mental trauma incurred during the war. At least one-half 
of those who survive penetrating brain wounds develop some form of aphasia. 

Audiology clinics provide for hearing rehabilitation by means of testing for 
hearing acuity, speech reading, auditory training, and the selection and fitting 
of hearing aids. The patients receive individual attention while being tested, 
and instruction is given to small groups of 5 or 6 patients at a time. 

Reference laboratories provide for all hospitals and regional offices within 
each area a means of confirming diagnoses and prognoses and obtaining consul- 
tative checks by chemical and biological tests, performed with equipment and 
skills not usually available at the individual station. The reference laboratories 
augment local facilities by providing consultation and special cliincal laboratory 
procedures for stations inadequately staffed or equipped. 

Medical illustration laboratories are staffed by technicians skilled in the 
reproduction and development of visual material used in medical research, study, 
teaching, and clinical records. Such visual material comprises photographs, 
drawings of diseased portions of the anatomy, slides, models, and motion pie- 
tures, which allow students and staff to review surgical procedures, record the 
effects of specific diseases on various parts of the body, and maintain a visual 
record of the progress of specific therapies. 

Blind rehabilitation units are staffed with counselors and trained oceupa- 
tional and corrective therapists, whose work is supplemented by semitrained 
personnel as a part of their regular duties. The blind rehabilitation program 
at Hines has been greatly expanded to cover a group of 36 blinded veterans who 
are given a 41%4-month rehabilitation course based on close individual attention 
7 days a week and the use of the most advanced therapy in this field. 

Medical record libraries are planned for installation in all affiliated hospitals 

.as soon as possible. The medical record librarian, under the supervision of the 
Chief of Professional Services, evaluates and develops clinical records and sta- 
tistics and provides technical supervision over the recording of medical data 
on death certificates and information reported to public health agencies, and 
performs research studies related to medical records. 

The Vocational Counseling Service, established in 1953 from a nucleus of the 
professionally qualified staff of the former vocational advisement and guidance 
units, is principally concerned with assessing the job potentialities of patients 
in order to plan for suitable occupation after discharge and to insure successful 
adjustment to the community. 

The central laboratory exists as a special program only at the VA Hospital, 


Washington, D. C., and is operated in connection with the Armed Forces Insti- 
tute of Pathology. 
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Prosthetic distribution centers were established at two regional offices during Ss 
fiscal year 1952 for the purpose of distributing stump socks and hearing-aid 
batteries directly to veterans. They are located at Washington, D, C., and - 
Denver, Colo., and their scope of operation is divided geographically. 


Summary of special personnel requirements and number of stations having special 


programs 
| 
Fiscal year 1953 | Fiscal year 1954. | Fiscal year 1955 
} 
Number | Average Number | Average | Number | Average 
ofsta- | employ-| ofsta- | employ-| ofsta- | employ- T 
tions ees tions ees tions ees 
Brace 
LLL 1 3 1 3 1 3 
G. M. and 8. hospitals 197 27 187 27 181 
28 200 28 190 28 184 
Regional offices. ...................- | 2 71 1 70 1 7 
Grand total hospitals and regional " = 
30 271 29 260 29 254 
Plastic eye laboratories: into 
G. M. and 8. hospitals....._........-- 9 10 22 10 22 
5 19 5 19 5 19 
Total hospitalsand regional offices___| 14 39 15 41 15 7 41 i 
Central dental laboratories: 
G. M. and 8. hospitals. 3 69 3 3 
Rezional offices... ....... 10 139 10 139 10 139 
Total hospitals and regional offices __- 13 208 13 217 13 217 
Aphasia clinics: 
G. M. and hospitals. 4 17 4 4 
4 17 20 5 20 es 
Audiology clinies: at 
G. M. and 8. hospitals. 1 3 2 5 2 5 m 
Regional an 7 32 7 32 7 32 la 
Total hospitals and regional offices __. s 35 9 37 9 37 7 
Reference laboratories; G. M. and 8. in 
12 53 | 14 70 14 70 
Medical illustration laboratories: re 
7 15 13 14 32 SI 
7 8 8 16 8 18 lo 
G. M. and 8. hospitals. 54 150 69 198 72 250 P 
Total hospitals... ........--......| 68 173 90 240 4 300 tl 
Blind rehabilitation units: st 
1 1 5 1 5 
G. M. and 8S. hospitals... 62 62 8 62 is 
Total hospitals... 9 67 9 67 9 67 pe 
Regional offices ie 1 1 1 1 1 1 = 
til 
Grand total hospitals and regional 
Medical record libraries: ti 
N. 4 5 12 33 18 50 1 
2 4 6 15 6 15 
. M. and S. hospitals..........-____- 22 83 40 177 205 Ww 
Total hospitals and regional offices. 2 92 58 225 74 270 y. 
4 
Vocational counselor service: of 
ay 11 22 20 45 30 75 
19 43 20 50 21 53 
G. M. and 8. hospitals... .......-.... 25 64 36 97 132 se 
Te 
Total hospitals and regional offices... 55 129 76 fo92 101 260 
Central laboratory: G. M. and 8. hos- 
1 25 1 30 1 30 
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Summary of special personnel requirements and number of stations having special 
programs—Continued 


Fisenl year 1953 | ~=Fiscal year 1954 Fiseal year 1055 


| Number Average | Number Average | Number A verage 
of sta- | employ- | of sta- employ- of sta- employ- 
| tions ees tions ees tions ees 


Prosthetic distribution center: Regional | 
offices... } 


2 20 2 20 | 2 20 
N. P. hospitals 50 | 115 168 
TB hospitals } 55 | 81 | 86 
G. M. and 8S. hospitals 43 943 


Total hospitals 


Regional offices ____ | 282 | "281 | 

Grand total hospitals and regional | | | } 
EL 1,130 | 1, 420 | 1, 587 


CONSULTANTS AND ATTENDINGS 


Mr. Pruitiurrs. With reference to consultants and attendings, please 
insert the record pages 252 and 253. 
(The matter referred to is as follows :) 


CONSULTANTS AND ATTENDINGS 


Funds requested for consultants and attendings represent the anticipated cost 
of the services of medical and dental consultants and attendings. 

The consultants and attendings utilized by the VA are selected from the high- 
est level professional men available in the community. These consultants and 
attendings are rendering to the VA service far beyond the fees involved. The 
medical-care program in VA hospitals affiliated with medical colleges is stimu- 
lated and maintained primarily by the regular visits of consultants and attend- 
ings who are usually members of the faculty and are nominated by the dean’s 
committee. In the activation of new hospitals, the use of consultants and attend- 
ings is essential to patient care until such time as full-time staff is on duty. 

In small hospitals it is impossible and uneconomical to recruit physicians rep- 
resenting all the various specialties and subspecialties. Such hospitals are too 
small and too isolated to attract qualified specialists; furthermore, the work- 
load by subspecialty does not warrant the assignment of a full-time specialist. 
Patients, due to their emergent conditions, are admitted to the hospitals and 
the only means by which they can receive adequate care is by the use of con- 
sultants and/or attendings. 

In certain of the larger VA hospitals due to inability to recruit certain special- 
ists, consultants and/or attendings must be utilized to render even adequate 
patient care. In other larger hospitals where there is only one full-time spe- 
cialist covering a specialty, consultants and/or attendings are to assist the full- 
time specialist and to cover when he is absent. 

No increase in consultant and attending usage in fiscal year 1955 over fiscal 
year 1954 has been provided as shown by the following table although (@) par- 
tially activated hospitals in fiscal year 1954 will be fully activated in fiscal year 
1955; (b) there is an increasing nonavailability of full- and part-time physicians 
which could be alleviated to some extent by obtaining supplemental assistance 
on a consultant basis; (c) there is a planned growth of the residency programs in 
VA hospitals, which requires augmentation of professional staff for purposes 
of both teaching and consultation. 

The amount requested for consultants is included in the request for personal 
poe However, these services are not included in the average employment 
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TRAVEL 


02 Travel 


Mr. Puuirs. Regarding employee and beneficiary travel, please 
insert pages 254 through 258. 


(The matter referred to is as follows:) 


Hospitals 


Domiciliaries 


Obligations by subobject Fiscal Fiscal Fiscal | Fiscal | Fiscal | Fiscal 
year 1953, | year 1954, | year 1955, | year 1953, | year 1954, | year 1955, 
actual estimat estimated | actual jestimated|estimated 


021 Employee tra 
022 


over fiseal year 


ve 
Travel of beneficiaries_ 


Difference, fiscal fa 1955 (+ or —) 


$238, 257 
2, 387, 813 


$310, 200 
2, 618, 800 


$4, 800 
18, 000 


2, 626, 070 


2, 929, 000 
+195, 500 


22, 800 
—6, 740 


EMPLOYEE TRAVEL 


Analysis of employee travel by type of station 


Actual, fiscal 
year 1953 


Estimated, 
fiscal year 
19% 


Estimated, 
fiscal year 
1955 


Increase 
(+) or de- 
crease (—), 
1955 over 
1954 


ame hospital care 
Domiciliar 


Tuberculosis hospitals....................-...-- 28, 431 
General medical hospitals. 154, 658 


$51, 000 
30, 500 
220, 000 


(inpatient) 


301, 500 
4, 800 


Analysis of employee travel by purpose, 


VA hospitals 


Notr.—Employee travel performed by domiciliary employees conforms generally to the same purposes 
shown below in justifications for hospital employee travel. 


Type program 


Actual, fiscal 
year 1953 


Estimated, 
fiscal year 
1954 


Estimated, 
fiscal year 
1955 


Increase 
(+) or de- 
crease (—), 
1955 over 

1954 


Personnel transfers______- 
Electric accounting machit 
pafety and fire prevention 


depot visits 
Special services 


Central office directed details __ 


nes 


99, 609 
3, 100 
Consultants and attendings_- 


$75, 102 
7, 205 


15, 625 
10, 185 


24, 000° 


301, 500 


Travel funds requested for fiscal year 1955 will provide a monthly average 
of $179 for each of the 173 hospitals and 3 domiciliaries in operation. While the 
traditional breakdown by type installation is furnished for consistency, it is felt 
the chart showing the purpose for which the funds will be utilized demon- 
strates more clearly the actual need for travel funds. 


bapa ve $301, 500 $2, 289 $4, 800 
| | 
$52, 600 +$1, 600 
29, 800 —700 
227, 800 +7, 800 
Pe 238, 257 310, 200 +8, 700 
| | 
| 
| 
1,710 2, 000 500 —1, 500 
18, 000 15, 700 —2, 300 
116, 500 127, 000 +10, 500 
16, 625 +1, 000 
238, 257 310, 200 +8, 700 
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Personnel transfers.—During fiscal. year, 1953, there were 3 domiciliaries 
and an average of 158 hospitals in operation, with 11 opening and 5 closing. With 
the VA policy of D. M. and S, supplying funds for transferring medical, finance, 
personnel, special services, utility, engineering, and supply employees to new 
hospitals opening, from old hospitals closing, and between existing hospitals to 
fill vacancies, there were 722 personnel moved at the expense of the Government 
at an average cost of $103. Although there will be a net increase of 15 hospitals 
operating by the end of fiscal year 1955, over the average operated in 1954, no 
additional funds for fiscal year 1955 over fiscal year 1954 have been requested 
for these transfers. 

During the current fiscal year transfers were limited to available funds. 

Electric accounting machine program.—A program was approved during fiscal 
year 1952 for the gradual installation of an electric accounting machine procedure 
in VA hospitals. This program will improve supply management by furnishing 
property management tools, maintaining more accurate stock records, and main- 
taining inventory and transaction money values which will allow for integration 
of supply records with finance records. Sinee it is planned to complete the 
machine installation and personnel training by the end of fiscal year 1955, it 
will be necessary to accelerate the program. 

By the end of fiscal year 1953, 10 central stations were in operation, serving 
29 affiliated stations whose employees have been trained in the new system. It 
is planned during fiscal year 1954 to establish 6 more central stations which will 
serve 30 additional affiliated stations. During fiscal year 1955, the remaining 
8 central stations are to be put into operation with which all hospitals will 
become affiliated. 

Safety and fire prevention.—This program, started in April 1951, was instituted 
to provide coverage for hospitals and domiciliaries which had no full-time safety 
and fire-prevention engineer. One engineer has under his jurisdiction 4 or 5 
stations for which he is responsible insofar as removing hazards, training em- 
ployees in safety measures, and eliminating firetraps. During fiscal year 1953, 
14 central points were designated from which the engineers traveled. Due to 
curtailed travel funds, only one additional central point will be established in 
fiscal year 1954. For fiseal year 1955, it is planned to provide coverage for S80 
stations from 21 central stations, subject to availability of travel funds. 

Personnel program.—This phase of employee travel consists solely of one trip 
a year from each hospital or domiciliary by the personnel officer to sectional 
meetings held by Civil Service Commission classification specialists, which serves 
to improve the personnel management functions at the hospitals. 

Finance program.—Finance service travel consists of sectional conference of 
finance officers from the various hospitals meeting with central officials to resolve 
operating problems in the effectuation of economical finance administration. 
This is especially necessary since the institution of the supply revolving fund. 
Budgetary limitations on travel have curtailed such activities during the past 3 
years. It is planned to hold one such sectional meeting for all hospitals in fiscal 
year 1955 at a cost of $1,500. 

Supply program.—Upon promotion and transfer of an assistant supply officer, 
experience has shown that his visit to 1 of the 3 VA supply depots and to 
central office has proven invaluable in familiarizing him with the problems 
in other areas of supervision. The cost of this program in fiscal year 1955 
is estimated at $500. 

Rotating pharmacists—About 40 percent of VA hospitals have only 1 pharma- 
cist to operate the pharmacy. To provide continuous coverage in order that 
there be no interruption in fulfilling the pharmaceutical needs, pharmacists 
have been employed whose prime responsibility it is to provide such services. 
They rotate from one station to another when the regular pharmacist is ill 
or on extended leave. During fiscal year 1955 it is estimated this direct service 
to hospitalized veterans will require $16,625. 

Foster home,—A pilot study was made in fiscal year 1953 at 4 neuropsychiatric 
hospitals for the purpose of completing the readjustment of selected patients 
and thus freeing badly needed beds. For each selected patient whose response 
to treatment had been positive, a carefully selected home was provided where 
he was treated as a member of the family. Freedom from hospital environment 
and the adjustment to normal routine of community living, has proven suc- 
cessful in 75 percent of the patients selected. Travel funds are involved in 
the selection of the foster home and the progressively decreasing visits by a 
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social worker to aid in the adjustment. An expansion of this program is planned 
if sufficient travel funds can be made available. 

Special services—Travel funds for this phase of hospital activity encompass 
the following: Travel of hospital chiefs, special services, who serve as chairmen 
of the hospital voluntary service committees to attend State or area meetings 
of volunteer organizations where arrangements are made for the benefit of 
all hospital programs, travel of recreation personnel to arrange for celebrity 
appearances, sports contests, live shows, and other entertainment for the bene- 
fits of patients; travel of librarians to nearby municipal or university libraries 
to establish interlibrary loan systems; and travel of key personnel to central 
office conducted seminars. 

Employece-attendants.—EXmployee-attendants are utilized; (1) to accompany 
most NP patients on admission to a hospital, (2) to accompany NP patients 
being transferred between hospitals or after elopement, (3) to accompany 
patients with active TB, (4) to aid in the transfer of seriously ill patients being 
moved from hospitals closing, to hospitals opening, and for humanitarian transfer 
of terminal cases. Active psychotic patients often necessitate the use of two 
attendants. Over 12,500 patients were moved during fiscal year 1953, each 
requiring 1 or more attendants, save for mass transfers. With the increased 
patient load in fiscal year 1955, this number will increase. 

Central office directed details.—In this category falls such travel as (1) detail- 
ing of a key professional or technical employee from one hospital to another to 
perform the duties assigned to an employee who has fallen ill, resigned on short 
notice or, in the smaller hospitals, to replace a keyman on annual leave, and (2) 
the detailing of disinterested personnel assigned membership on a loyalty board 
or disciplinary board. Due to the present curtailment of travel funds, it has 
been necessary in some cases to utilize fee-basis physicians and dentists or con- 
sultants and attendings to provide the necessary coverage at greater expense for 
essential care of patients. 


022 Travel of beneficiaries 

Sufficient funds must be provided to take care of increased transportation 
requirements for eligible beneficiaries whose number will be augmented by the 
additional admissions and discharges generated through the opening of new 
hospitals and beds in fiscal year 1955. In the domiciliaries, reduced require- 
ments are contingent upon a slowly declining turnover rate as the member 
population ages. 


ELECTRIC ACCOUNTING MACHINE PROGRAM 


Mr. Puituirs. I have in mind the electric accounting machine pro- 
gram. Have you purchased any new equipment of that kind during 
this fiscal year ¢ 

Mr. Scuoen. Yes, sir. That program has been expanding and the 
objective of it is to provide certain central stations IBM facilities 
which will be used to carry on accounting functions. 

Mr. Puitiirs. Did you get authority from the GAO to do that ? 

Mr. Scuoren. No. This is primarily concerned with supply ac- 
counting. However, GAO is well aware of the approach that was 
taken. 

Mr. Paris. This committee put in a restriction last year on the 
purchase of any new equipment for electrical, mostly statistical, work 
unless specific approval had been given by the GAO. I trust when 
I have this checked I will find you have that approval, because we are 
not trying to reduce the efficiency of the work but because people were 
buying and leasing this equipment as if they were typewriters and 
we wanted the machinery, the equipment not in use and standing 
around in Government offices, transferred to the offices where it was 
needed before the latter offices went out and bought any equipment, 
making that much more additional equipment standing around in the 
Government. 
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You think you have the necessary approval all right? 

Mr. Bicerow. I think so, sir, because the program was approved in 
1952 on a test basis. 

Mr. Puitures. I am not sure but what that restriction would apply 
to anything which was bought in 1954. 

Dr. Boonr. We will inquire, Mr. Chairman. 

Mr. Putures. When you get all these machines installed, how much 
money are you going to save! 

Mr. Scuoen. We ound out that in large hospitals the program was 
set up on the basis of eliminating certain people’s work as machines 
were pe in. At Hines VA Hospital three people, I believe, were cut 
out of the Supply Division. 

Mr. Purirs. Pages 260 and 261, the motion-picture film. We have 
already accepted Dr. Boone’s offer on that one. 

Dr. Boone, I said don’t make that firm, please, this morning. I have 
got to check that carefully. There is a saving, though, a very substan- 
tial saving. 

OTHER CONTRACTUAL SERVICES 


MAINTENANCE AND REPAIR 


Mr. Pumps. Page 262, contractual service in connection with the 
hospitals: Have you got in there any building or any repairs of any 
kind? Do you have a repair of an item of $9,924,000? 

Dr. Boonr. I would appreciate—— 

Mr. Prius. Could you give us a breakdown on that? 

Dr. Boonr. If Mr. Stevens can present that, he is head engineer now 
in my office. 

Mr. Purtiuirs. Could "ie show what actual repair work you con- 
template for next year? 

Mr. Stevens. Would you refer me to the page? 

Mr. Putters. I am on page 262. 

Dr. Boone. It is maintenance and repair. The maintenance and 
repair program for $9 million, plus. 

Mr. Puiurs. Has somebody got that? I wanted to find out what 
type of oe you are including in the item of $9,924,000 which is a 
substantial amount of money, although it runs approximately the same 
every year. Are those the everyday projects? 

Mr. Srevens. That is correct. 

Mr. Putuis. Have you any major rebuilding that you could 
classify as repair? 

Mr. Stevens. Not in that program. 

Mr. Puiies. Let me illustrate. What are you doing about the 
rebuilding of the building that is used at Long Beach Hospital for 
2 gymnasium for these paraplegics that play basketball? That has 
been on the schedule for several years, has it not ¢ 

Mr. Srevens. I am not familiar with that project, but if it is of 
an 


Mr. Puiuies. Would that be built out of this fund or out of major 
rebuilding? 
Mr. Hietry. That is being done, is it not? 


a 


] 

] 

1 

t 

a 

a 

D 

St 

il 

fl 

te 

m 

Ww 

a 

a 

hh 

ve 

ni 

te 


1807 


Mr. Stevens. To use as an example, if it is of financial consequence, 


it would be developed under the major alteration, improvement, and 
repair program. 

fr. Pumutps. It costs you three-quarters of a million dollars a 
month just to maintain, or make minor repairs on a building, put glass 
in the windows, paint stairways, repair woods, sewers, steam lines, 
boilers, water plants, laundries, automotive equipment ? 

Mr. Srevens. Yes, sir. 

Dr. Boonr. It is estimated roughly we have about a $2 billion plant 
to maintain. In fact, it is very hard to separate the projects that 
come in under this sum of money, because there are so many pending. 

Mr. Stevens. It includes the replacing of fixed equipment. 

Mr. Putuures. Have you it actually broken down in a list of what 
you expect to do to arrive at the figure of $9,924,000 ? 

Mr. Stevens. Yes, sir. 


Dr. Boonr. Project by project. 


Mr. Puiizuirs. Will you put that in the record, please, for us? 
(The requested information is as follows :) 


In order to evaluate our maintenace, repair, and replacement program re- 
quirements throughout all VA hospitals and domiciliaries, the stations submit 
a breakdown of their proposed program by categories and line items. From 
this information, allocation of funds for carrying out this program is made pro- 
portionately, depending upon the amount of funds made available. (See ex- 
hibit A.) 

These categories are explained as follows: 


Category A—Maintenance and repair of roads and grounds 


This covers the necessary materials, tools, and equipment utilized by station 
employees in maintaining in good condition our cemeteries located at 18 of 
our hospitals, representing approximately 523 acres with 93,000 occupied graves 
and future grave sites estimated at 175,000. In addition, provides for ma- 
terials, tools, and equipment necessary to maintain the care of lawns, trees, 
shrubbery, roads, walks, parking areas, railroad sidings, storm water drainage 
systems, etc. These funds are used for the materials needed, the replacement 
of worn out equipment and the replacement of material. It would include 
such materials as fertilizer, sand, stone, gravel, asphalt, cement, tile, and similar 
items. 


Category B—Maintenance and repair of buildings 


Funds under this category provide for the normal recurring maintenance, 
emergencies, unforeseen breakdowns due to severe storms, lightning, floods, snow 
and sleet, etc., and a planned program of preventive maintenance. This includes 
among other items, the material, tools, and equipment necessary for the mainte- 
nance and repair of roofs, gutters, downspouts, sheetmetal work, window sash, 
screens, storm sash, etc., and a regularly scheduled recurring program of paint- 
ing on a 8- or 4-year cycle, depending upon the climatic conditions. It also in- 
cludes the normal and preventive maintenance and repair and replacement of 
floor coverings and floor surfaces such as asphalt tile, linoleum, ceramic tile, 
terrazzo, etc., the repair of interior doors, terrain, plastered walls, tile walls, 
marble walls, marble wainscoting within the buildings due to normal usage 
which is relatively high in buildings devoted to hospital treatment and care. It 
also includes the regular recurring and scheduled interior painting with the 
attendant plaster and carpentry repairs which may vary in accordance with the 
use from a 1-year cycle in the operating areas to 4-year cycles in other areas. 
In this category is the maintenance and repair of all electric wiring systems 
within the buildings covering wires, cables, together with light fixtures, con- 
venience outlets and special wiring to the multitudinous electrical appliances 
now used in modern hospital care. Funds are necessary for providing the ma- 
terial, tools, and equipment for maintaining the heating distribution systems 
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within buildings with the fixtures and equipment attached thereto such as pipe, 
valves, pipe covering, pipe fittings, radiators, etc. Under this category we 
include cost for maintaining the plumbing systems within the buildings which 
covers again pipe, valves, fittings, waste lines, vent lines, hot-water generating 
units, vacuum pumps, etc. This also includes the maintenance and repair of 
shades, venetian blinds, awnings, screens, and similar items, as well as the 
interior maintenance and repair of housekeeping and nonhousekeeping quarters. 


Category C—Maintenance and repair of mechanical and electrical equipment 

This category covers the funds necessary for material, equipment, and tools 
used in the normal maintenance program as well as emergency maintenance. 
In this field, due to the intricate type of equipment now used in modern build- 
ings for hospital use, this represents a very large requirement for materials 
to cover the repairs to such items as air-conditioning systems, steam generat- 
ing units, and their auxiliaries (boiler plants), elevators with their intricate 
controls, electric generating plants for emergency use, incinerators, equipment 
used in laundries, refrigeration plants and systems, outside electrical distribu- 
tion systems, outside gas distribution, outside steam distribution, sanitary sewer 
system, sewage-treatment plants, mechanical ventilation systems, outside water 
distribution, water-treatment plants, Government-owned and operated communi- 
eation systems within the hospital grounds, including cntralized radio, 35- 
millimeter motion-picture equipment and sound systems, and the maintenance 
and repair of kitchen equipment, laboratory, and clinical equipment. 


Category D—Replacement of existing equipment in kind 


This covers the items that, due to fair wear and tear or obsolescence, are re- 
placed with like or similar equipment. This covers equipment in the auditorium, 
kitchen, hydrotherapy, X-ray laboratories and clinical areas, as well as other 
areas such as boiler plants, laundries, shops, refrigeration, hot water, air 
conditioning, electrical, and other areas. It also includes the replacement of 
engineering equipment such as bulldozers, lawn mowers, road sweepers, tractors, 
ete., used in the maintenance and operation of our hospitals. 

Category E 

In this category equipment, in addition to that now existing, is procured where 
the unit cost does not exceed $2,000. This covers items of equipment in the 
areas mentioned under category D but pertains to other items that are an increase 
in the equipment now used due to an added demand or increased workload, as 
well as the replacement of equipment not in kind. This represents equipment 
which, by its replacement, is a betterment because of improvements in manu- 
facture or in size due to increased workload requirements. 


Category F 


Category F follows the same pattern as category E except it covers items 
whose unit cost exceeds $2,000. Categories E and F were separated in order 
that, for accounting purposes, the difference in the unit cost could be better 
determined. 


Category G—Minor alterations or betterments 


Bach year, there is an ever present need to provide for new methods of care 
and treatment of patients; improvements in existing techniques, expansion of 
existing programs due to changes in workload, medical requirements, or adjust- 
ments to improve efficiency in operation and the saving of man-hours. Those 
needs are minor alterations, the unit cost of which does not exceed $2,000. It 
constitutes such items as providing additional electrical outlets, removal or in- 
stallation of a temporary partition, the installation or removal of door locations, 
the relocation of plumbing and heating, ventilation equipment and services, and 
similar changes. These are limited to very small areas. Due to the small amount 
of funds involved, these items have been classed as a part of the maintenance of 
our existing stations and the materials and equipment needed are provided from 
these stations. Most of this work is accomplished with regular station per- 
sonnel, augmented when necessary by temporary labor on an hourly basis or by 
small informal contracts. 

Most of this work is accomplished by the use of station personnel, utilizing 
these funds for the material and equipment for lumber, paint, cement, plaster, 
electric wiring, steel and copper pipe, pipe fittings, toilet fixtures, linoleum, 
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asphalt tile, ceramic tile, valves, pumps, pipe covering, nails, bolts, screws, 
conduit and thousands of similar items go into the maintenance and repair 
of buildings, equipment, roads, walks, lawns, etc. 

When specialized services are needed such as terrazzo repairs, marble set- 
ting, but the amount of this work does not warrant the full-time employment of 
such trades, these jobs are done either by contract or by temporary employment 
of such specialties on a per-hour basis. In some instances, in order to accom- 
plish a program within seasonal limitations, temporary help is employed on an 
hourly basis to insure completing a planned program in accordance with the 
work schedule established. 

The hospitals, in submitting their planned program and estimated cost thereof, 
develop this in accordance with the anticipated normal recurring maintenance, 
the emergency maintenance that may be expected due to experience and to pro- 
vide for a reguiar preventive maintenance program; in addition, they plan an 
orderly replacement program for equipment when it has been definitely deter- 
mined that its economical use has been reached and that it is to the advantage of 
the Government to replace the equipment rather than expend excessive funds in 
its continued maintenance. These programs are carefully evaluated as to es- 
sentiality and are checked by our field supervisors to insure that the programs 
are necessary and are carried out to completion insofar as funds well permit. 
However, the manager has been and is given latitude to adjust his program to 
current needs and to meet unforeseen situations in order that the funds may be 
expended to the best advantage of the Veterans’ Administration in its respective 
hospitals. 

It may be of interest to note that for fiscal year 1955 the VA will have a total 
of 175 hospitals in operation. Of these, 171 were in operation in fiscal year 1954 
and 4 are scheduled to be activated during fiscal year 1955. In addition, during 
fiscal year 1955, the VA will have the protective custody of Fort Logan, Colo.; 
Springfield, Mo.; Chamblee, Ga.; and Fort Benjamin Harrison, Ind., unless these 
are disposed of by GSA in the meantime. These are not included in the total 
of 175. Presently, we have the custodial maintenance of Framingham, Mass., 
and Louisville (Nichols), Ky., but it is anticipated that these will be disposed of 
by the beginning of fiscal year 1955, Of the 175 hospitals, 21 are primarily for 
the care and treatment of tuberculosis patients; 39 for neuropsychiatric care: 
98 for general medical; 14 for general medical with domiciliary; and 3 for 
domiciliary only. The beds utilized in these hospitals date from the 1880's to 
1954; therefore, it would present a very wide variance in maintenance costs. 
It may be interesting to note the following breakdown by age groups : 

1880-99 : 5385 buildings representing 3,781,000 square feet. 

1900-1919 : 856 buildings representing 6, 175,000 square feet. 

1920-39 : 2,823 buildings representing 29,012,000 square feet. 

1940-55 : 5,865 buildings representing 54,460,000 square feet. 
Of this total there are 2,437 buildings representing 14,515,000 square feet classed 
as cantonment-type construction which was built for use during World War 
II with a useful life expectancy of 12 to 15 years. These buildings are now 
reaching the extent of their useful life and are becoming a very expensive 
maintenance problem. There are also included in the above figure 1,474 build- 
ings representing 2,579,000 square feet which are classed as temporary construc- 
tion such as quonset huts, portable buildings, erected for temporary use with a 
useful life expectancy of 5 to 15 years. These buildings average approximately 
8 years of age. 

Experience over a 4-year period indicates that new hospitals not in operation 
more than 10 years require approximately 0.08 cents per square foot for the 
materials, equipment and tools needed in performing the programs above out- 
lined and that this increases to 0.204 cents for the buildings falling within the 
very old age group (50 years and over) or an average cost per square foot for all 
types of buildings of 0.167 cents. 

From the above, it should be readily seen that our program as presented is 
most conservative and represents the very minimum with which we can continue 
to provide necessary and essential normal recurring and preventive maintenance 
to meet emergency repairs and provide for the replacement of wornout and 
obsolete equipment, as well as provide for expanding requirements due to 
improved medical techniques. 
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Exuisir A 
Hospitals Domiciliaries 
$9, 924, 000 $577, 700 
8, 690 4, 805 
46, 160 3, 516 
Grounds maintenance (including trees, shrubbery, and lawns)..__..____- 194, 530 11, 622 
Parking 107, 050 6, 885 
ROG on 22, 441 1, 924 
31, 347 5, 675 
43, 151 4, 290 
849, 390 58, 287 
642, 441 , 348 
217, 358 19,714 
Heating distribution system , 236 28, 7 
Masonry and plastering 316, 953 10, 248 
Painting (exterior) _... 23, 875 
Roofs (including sheet metal work).....___............--.---___-----_--- 410, 995 26, 481 
Windows (shades, venetian blinds, awnings, screens, etc.)..........____- , 620 5, 495 
Nonhousekeeping quarters_- 120, 823 4,483 
Housekeeping quarters 357, 12, 020 
Total 4, 069, 441 277, 209 
CATEGORY O--MAINTENANCE AND REPAIR OF MECHANICAL AND ELECTRICAL 
PLANT 
Air-conditioning equipment and systems. -_.....................-.-. 53, 410 448 
Steam generating units and boiler plant auxiliaries 416, 387 16, 584 
Elevators _ 121, 382 6, 023 
Electric generating plant (standby) 7, 513 658 
Engineering shop equipment (excluding amount shown under line 8 

abov 51, 228 2, 955 
Incinerators 39, 723 852 
Laundry (including dry-clea: 91, 996 4, 398 
Refrigeration equipment and systems 92, 561 8, 550 
Electrical distribution system (including transformer and related equip- 

Gas distribution system (outside of buildings). _...-...........-...-...- 22, 304 1,177 
Steam distribution system (including condensation return lines outside 

Sanitary sewer system_______ 25, 666 2, 098 
Sewage treatment plant. 20, 293 681 
Mechanical ventilating equipment and systems. ..._ 30, 705 2,121 
Water distribution system (outside of buildings) 88, 784 4,911 
Water treatment plant (including wells and reservoirs) 19, 761 605 
Centralized radio equipment and systems. ______._..-......-...-.-.-..-- 28, 832 1, 249 
35-millimeter motion-picture equipment and systems_._..............._- 15, 370 1, 073 
Government-owned telephone equipment and systems... .............-- 3, 110 230 
Kitchen equipment fixed (see sec. VII, VA Catalog No. 3). 88, 166 5, 185 
Water heaters and hot water storage tanks.......__..._..____ $ 38, 179 2, 533 
Laboratory and clinical equipment fixed (see sec. VII, VA Catalog No. 3)... 30, 248 1, 454 


CATEGORY D—REPLACEMENT OF EXISTING EQUIPMENT COSTING OVER $50 
(In accordance with TB 11-13, dated Feb. 18, 1948, and sec. VII, Cata- 
log No. 3, dated Sept. 1, 1952) 


Auditorium and chapel, fixed equipment (see sec. VII, VA Catalog No.3). 
Kitchen equipment, fixed (see see. VII, VA Ca ehh al 


Hydrotherapy, fixed equipment (see sec. VII, VA Catalog No. 3)_....._- 
X-ray, fixed equipment (see see. VII, VA Ca 


No. 
janet and clinical equipment, fixed (see sec. VII, VA Catalog No. 3)- 


7,315 
267, 572 33, 512 
445 
4,077 0 
852 0 
51, 698 7,479 
395, 104 
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Exuisit A—Continued 


Domiciliaries 


CATEGORY D—REPLACEMENT OF EXISTING EQUIPMENT COSTING OVER 
$50—continued 


Steam-generating unit and auxiliary boiler plant equipment 

Engineering shop equipment 

Laundry (including -cleaning plant), fixed 
Electrical (including transformer) equipment 

Water heaters and hot water storage tanks 

equipment 

Ot 


Bulldozer 

Lawnmower 

Road 

Snowplow 

Tractor, wheel type (exclude farm equipment) _- 
her 


CATECORY E—PROCUREMENT OF ADDITIONAL EQUIPMENT 


(Estimated to cost $50 to $2,000) (In accordance with TB 11-13, dated 
Feb. 18, 1948, and sec. VII, VA Catalog No. 3, dated Sept. 1, 1952— 
Chargeable to AMH & D8, Programs 84-9 and 8519) 


sateaten.« and chapel, fixed equipment (See sec. VII, VA Catalog 

No. 3)... 

Kitchen equipment, ‘fixed (See sec. VI, VA Catalog No. 3)- 

Hydrotherapy fixed equipment (See see. VII, VA Catalog No. 3). 

X-ray fixed equipment (See sec. VII, VA C atalog No. 3).... 

—_" and clinical equipment- fixed (See sec. VII, VA Catalog 
ot 


Steam generating unit and auxiliary boiler plant equipment 
Engineering shop equipment 

Laundry (including dry-cleaning plant) fixed equipment 

Refrigeration equipment 

Electrical (including transformer) equipment 

Water heaters and hot-water storage tanks 


CATEGORY F—PROCUREMENT OF ADDITIONAL EQUIPMENT 


(Estimated to cost over $2,000) (in accordance with TB 11-13, dated 
Feb, 18, 1948, and sec. VII, VA Catalog No. 3, dated Sept. 1, 1952) 


squnes and chapel, fixed equipment (see sec. VII, VA Catalog No. 


Kitchen equipment, fixed (see sec. VII, VA Catalog No. 3) 
Hydrotherapy, fixed equipment (see sec. VII, VA Naleg No. 3) 
x-Bay fixed equipment (see sec. VII, VA Cutal 
Laboratory,and clinical equipment, fixed (see sec. V 


1,022 
629 
2, 211 


3, 862 


16, 234 


12, 428 
64, 980 
24, 275 

0 
30, 424 
13, 203 


145, 310 | 


| Hospitals 
} $125, 473 $947 
} 21,112 3, 562 
150, 474 5, 325 
61, 732 11, 947 
28, 762 379 
89, 258 4, 307 
70, 820 0 
4 61, 396 1, 562 
11, 131 0 
22, 524 3, O86 
sidviepumbssglbeteiiend 16, 655 2, 840 
210 0 
163, 990 5, 028 
8, 156 130 
6, 213 0 
78, 271 5il 
20, 535 3i4 
277, 375 5, 983 
OE 
: 32, 824 1, 729 
41, 785 2, 307 
14, 270 736 
60, 391 736 
11,447 0 
2,413 0 
Ma: 46, 874 141 
28, 496 640 
Tractor, wheel type (exclude farm equipment) 2,974 
38, 520 
a 4, 206 
0 
0 
Yo. 3). | 0 
} 0 
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Exuisir A—Continued 


Hospitals Domietliaries 


| 


CATEGORY F—PROCUREMENT OF ADDITIONAL EQUIPMENT—Ccon. } 
| 
team generating unit and auxiliary boiler plant equipment. .__.-.____. $26, 788 0 
Laundry (including dry-cleaning plant) fixed equipment.........-.-.__. 231, 718 $2, 659 
Refrigeration equipment 29, 020 1, 855 
Electrical (including transformer) equipment. 15, 695 1, 793 
Water heaters and hot water storage 1, 786 0 
28, 708 4, 46 
Subtotal... 351, 215 11, 253 
Tractor, track type (exclude farm equipment) ......................-.... 1, 786 0 
Road sweeper. 0 0 
0 0 
11, 608 5, 843 
CATEGORY G—ADDITIONS AND BETTERMENTS ($50 TO $2,000) 

This covers small items of alterations, the unit cost of which is $2,000 or 
less. The number of such items is approximately 4 for each station__._ 724, 039 36, 697 


OTHER SERVICES 


Mr. Puiturs. What is the other item of $750,000 or $730,000, you 
have raised? What is that? 

Mr. Scuoen. That includes repairs to furniture and fixtures, laun- 
dry and towel service, repairs to prosthetic appliances, of those people 
who are in the hospitals, contract ambulance service, nursing fees, 
where it is necessary to get contracts. 


Mr. Puiurs. Why are nursing fees in there if you have these other 
provisions in the hospital, part time, and registered nursing ? 

Mr. Scuoren. Sometimes they are not sufficient staff or a situation 
would come up and the manager had to provide coverage for a patient. 

Dr. Boone. It does not mean female nurses necessarily, male nurses 
or attendants, too. 

Mr. Scnoen. Repairing, cleaning, and pressing for indigents, win- 
dow washing, pest control, utility, sewage service on the farms and 
stuff like that. 

Dr. Boonr. And very important, fire prevention or protection. 

Mr. Pures. You have that, I think, separately. 

Mr. Scnoen. Fire protection is included in there where there is ar- 
rangement with the local communities or any reimbursable service 
they may render. 

Mr. Puitutes. If we have a hospital in a community and we arrange 
ri a local fire department to protect it, we have to pay them for 
that 
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Mr. Scorn. No, that is in the event there are services rendered. 
Normally we have to plan with our own fire-fighting facilities. 

Mr. Krueger. Even if you are within the city limits where the hos- 
pital is located ¢ 

Mr. Scuorn. Those arrangements vary with each city, but some- 
times the cities, that is their option, they may not agree to provide 
the type of protection that you may omat There are areas like that 
where that difficulty had arisen. 

Dr. Boonr. In some places, Mr. Krueger, we are entirely dependent 
on the community. Some are not willing to extend it and some do it, 
supplement it. In fact I should say all supplement it in an area but 
they do not all carry the load. 

Mr. Puiturrs. A million and a quarter a month seems to this sub- 
committee to be a reasonably large item for just normal repairs and 
miscellaneous contractual services of the kind that you mention. 

Does that include cleaning in the buildings ? 

Mr. Scuoen. No, sir. 

Mr. Putts. Where does that come? 

Mr. Scxuoen. If any such service were provided on a contract basis, 
it would come in here. 


JUSTIFICATION FOR OTHER OBLIGATIONS 


Mr. Puturrs. Put in pages 259 through 267. 
(The pages referred to follow :) 


03 Transportation of things 


Hospitals Domiciliaries 


Obligations by subobject 


1953 1954 1955 1953 1954 1955 
(actual) (estimated) |(estimated)} (actual) |(estimated)/|(estimated) 


031 Shipment of bodies... $164, 822 


$182, 000 
032 Transportation of things.| 3, 442,199 


$179, 900 $9, 284 $1, 900 $9, 400 
3, 375, 000 


3, 721, 000 159, 100 


3, 607,021 | 3, 557,000 | 3,900, 900 168, 500 
Difference (+) or (—), fiscal 
year 1955 over 1954. —58, 600 


While it is anticipated that the increased patient loads will result in a greater 
number of deaths in fiscal year 1955, primarily in the general medical hospitals, 
the circumstance that there will be a greater number of such hospitals in metro- 
politan areas with good transportation facilities should serve to keep costs of 
shipment of bodies (subobject 031) close to the fiscal year 1954 level. On the 
other hand increasing death tolls in the comparatively few and isolated domi- 
ciliaries scattered throughout the country will contribute to increased monetary 
requirements for shipment of bodies for this program. This additional require- 
ment will be provided within the total amount allowed for the domiciliary 
program. 

The transportation of supplies and equipment purchased for VA hospitals 
and domiciliaries requires the funds indicated above (subobject 032). The major 
portion of these funds will be obligated under objects 08 and 09 (supplies and 
equipment, respectively) as a part of the surcharge under the supply fund. 
These requirements were developed on the basis of unit costs experienced in 
fiscal year 1953 as applied to a base factor of average daily patient load antici- 
pated for fiscal year 1955. 


41872—54—pt. 2——41 
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04 Communication services 


Hospitals Domiciliaries 


Obligations by object 


04 Communication services. .| $1, 707, 483 | $1, 765,000 | $1,855, 900 $31, 434 $47, 120 $31, 400 
Difference (+) or (—), fiscal 


These requirements were developed on the basis of recurring expenses, the 
installation of communications equipment in new hospitals, and the need for 
substituting automatic dial systems for manually operated ones in older hospi- 
tals where the manually operated system is so obsolescent as to demand renoya- 
tion or replacement action. 


05 Rents and utilities 


Hospitals Domiciliaries 
Obligations by subobject 
- od 1953 1954 1955 1953 1954 1955 
(actual) (|(estimated)|(estimated)| (actual) | (estimated) | (estimated) 
0510 Rentals, real property-._. $19, 253 $19, 253 
0520 Rentals, equipment____- 140, 071 285, 664 457,017 $5, 924 $6, 000 $6, 000 
0530 Rentals, motion-picture 
1,371,162 | 1,496,000 | 1,311,100 138, 882 107, 700 138, 900 
0590 vallity | aS: 6, 450,865 | 6,394,083 | 6,845, 630 315, 550 333, 700 315, 500 
eae 7,981,351 | 8,195,000 | 8, 633, 000 460, 356 447, 400 460, 400 
Difference (+) or (—), fiscal 
year 1955 over year 


Increase for rentals of equipment results from the expansion of the use of 
property accounting machines. During fiscal year 1955 it is anticipated that 
there will be 23 central accounting stations and 167 associate stations. A normal 
increase in utility costs will result from the full activation of new hospitals par- 
tially opened during fiscal year 1954 and a net increase of 5 hospitals during the 
budget year. A substantial decrease is shown for rentals of motion-picture films 
used for recreational purposes. Funds for rentals of real property are required 
to provide adequate storage space for hospitals being deactivated or undergoing 
major repairs and alterations. 


0? Other contractual services 


Hospitals Domiciliaries 
Obligations by subobject Fiscal 

year | Fiscal year Fiscal year | Fiscal year 

Fiscal year | 1954 esti- | 1955, esti- | Fiseal year | exti- | 1955, esti. 

1953, actual mated mated 1953, actual ms mated 

076 Medical and dental fees..| $591, 080 $620, 000 $642, 000 $11, 996 $17, 000 $12, 000 
073 Maintenance and repair_| 9,761,801 | 9,924,000 | 9,924,000 701, 461 577, 700 577, 700 
4, 691,398 | 4,323,000 | 5,058, 600 240 228, 340 220, 700 
buiddbencdtvedssuue 15, 044, 279 | 14, 867,000 | 15, 624, 600 933, 697 823, 040 810, 400 
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The increase in funding requirements for fiscal year 1955 for this object is 
nominal and in keeping with the planned increase in operating beds and patient 
load. 

Medical and dental fees are those amounts paid to physicians, dentists, and 
nurses who render specialty services to hospital patients where full-time or 
consultant staff is not available. 

Also included in this estimate are funds for repair and maintenance of hospital 
and domiciliary buildings, ground, and utility equipment. Of major proportion 
is the cost of preventive maintenance against wear, tear, weather, and breakdown 
and secondarily is the cost of minor alterations and improvements. Extensive 
projects such as painting or road repairs have been prorated over several years 
with only a proportional amount included in the estimate for each budge+ year. 

The estimate for other contractual services is composed of the following items: 
Repairs to furniture and fixtures, laundry and towel service, repairs to prosthetic 
appliances, contract burials, and miscellaneous administrative and operational 
services such as ambulance service, special nursing fees, shoe repairing, cleaning 
and pressing for indigents, window washing, pest control, fire protection, utility 
and sewage service, slaughtering, veterinary service, ete. 


08 Supplies and materials 


Hospitals Domiciliaries 


Obligations by subobject Pinal veer Fiscal year | Fiscal year wiaiaiisiiea Fiscal year | Fiscal year 
1953 actual | 1954 1953 actual | 1954 1955 ~ 
ma ma mate mate 


a ere «onset, - $45, 641, 515 |$45, 270, 000 |$41, 562,100 | $4,079, 431 | $4,903,800 | $4, 742, 300 
082 Other supplies and ma- 
terials 42, 408, 026 | 40,352,400 | 40, 547, 000 1, 147, 158 1, 101, 300 1, 153, 400 


85, 622, 400 | 82, 109, 100 6, 005, 100 5, 895, 700 
1955 over fiscal year 1954. ___ —3, 513, 300 —109, 400 


Total 
Difference (+ or —) fiscal year 


The estimates reflected on the following charts cover the cost of raw foods to be 
consumed by patients, domiciliary members, employees, and others at VA hos- 
pitals and domiciliaries. 

To develop the hospital requirements for fiscal year 1955, the anticipated 
number of patient and member rations was first arrived at by multiplying the 
number of days in the budget year by the estimated average daily number of 
patients by bed section (e. g., psychotic, other psychiatric, neurological, para- 
plegic, tuberculous, general medical, etc.) and for the domiciliaries, by the 
estimated average daily member load. The estimated number of rations for em- 
ployees and others was computed on the basis of the percentage experience for 
tisecal year 1953. The total number of rations in each of the above categories 
was then multiplied by the average cost per ration for each category anticipated 
for fiscal year 1955. The sum total of these costs, as reduced by the estimated 
value of raw food to be produced on VA farms, represent the cash requirements 
for fiscal year 1955, for the overall VA hospital and domiciliary programs. For 
purposes of consistency of presentation with other parts of this budget submis- 
sion, these ration costs by category were also segregated to indicate the estimated 
total costs derived by this system of computation, as an end result, for each VA 
hospital type (i. e., NP, TB, and G. M. and 8.) and for the domiciliary program. 

As indicated above, the basic determinant for the overall raw-food cost was 
not the cost of a ration by type of hospital; rather it was the cost of a ration by 
type of patient. 


| 
| 
— 
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Comparative analysis of basic factors 


081 PROVISIONS 


Total Number |Number 
daily Total Total cost | Net cost 
_| patient | employee | other 
—- tations rations | rations rations raw food | raw food ! 

Fiscal year 1953: ( 
NP hospitals____..._. 48, 377 | 18,373,381 | 1,859,094 | 198,300 | 20, 430,775 |$20, 526,082 |$19, 508, 368 ( 
TB hospitals___...__. 7,727 | 2,817,704 626,127 | 47,134 | 3,490,965 | 4,282,484 | 4,282 484 
GMS hospitals_-_____. 41,871 | 14,439,187 | 2,827,178 | 466,954 | 17, 733.319 | 19, 726, 260 19, 726, 260 ( 

Total hospitals_____ 97,975 | 35,630,272 | 5,312,399 | 712,388 | 41,655,059 | 44, 534, 8 43, 517, 112 
Domiciliary -_-._..._- 16, 877 5, 944, 692 195, 311 | 126,393 5, 052, 4 5, 052, 984 
PT 114, 852 | 41, 574,964 | 5,507,710 | 838,781 | 47,921,455 | 49,587,810 | 48, 570,096 : 
Fiscal year 1954: 
NP 650 | 18,122,250 | 2,010,125 | 213,075 | 20, 345.450 | 19,455,000 | 18,455,000 
TB hospitals____.___- 8, 200 2, 993,000 668, 730 50, 150 3.711, 880 4, 417, 000 4, 417, 000 
GMS hospitals. _____- 44, 520 | 16, 249,800 | 3,022,830 | 498,770 | 19,771,400 | 22,398, 000 , 398, 
Total hospitals. ___- 102, 370 | 37,365,050 | 5,701,685 | 761,995 | 43,828,730 | 46,270,000 | 45, 270,000 ¢ 
Domiciliary... ....- 16,927 | 6,178,355 191,170 | 123,685 | 6,493,210 | 4,903,800 | 4,903, 800 ‘ 
Sea pamerereseaere rs 119, 297 | 43,543,405 | 5,892,855 | 885.680 | 50,321,940 | 51,173,800 | 50, 173, 800 ; 

Fiscal year 1955: ] 
NP hospitals... ____-- 50 600 | 18, 469,000 | 2,026,762 | 220,675 | 20,716,437 | 18,375,600 | 17,375, 600 
TB hospitals... ...... 8, 200 2, 993, 000 618, 477 46, 3, 658. 417 3, 955. 700 3, 955, 700 ( 
GMS hospitals__..-_- 46, 300 | 16,899, 500 | 3,078, 610 20, 484.910 | 20, 230, 800 | 20. 230, 800 ( 

oe hospitals__- -- 105, 100 | 38,361, 500 | 5,723,849 | 774,415 | 44, 859,764 | 42, 562,100 | 41, 562, 100 | 
miciliary.........- 17,000 | 6, 205,000 193, 940 | 125,460 | 6,524,400 | 4,742,300 | 4,742,300 I 
I 
RU baci addewee 122, 100 | 44,566,500 | 5,917,789 | 899,875 | 51,384,164 | 47,304, 400 | 46, 304, 400 I 
1 Net cost be peg reduction of total cost by value of ore products as follows: Fiscal year 1953, 
$1,017,714; fisca 1954, $1,000,000; fiscal year 1955, $1,000 
Fund analysis for provisions, fiscal year 1955 
Type of hospital 
Type of ration Genirat 
surgical 0 
0 
cos 15, 524, 545 3, 650 16, 914, 465 
: dade $0. 86 $0. 86 $0. 86 $0. 86 
= ~ $13, 351, 109 $3, 139 $1, 192, 192 
Employes rations 2, 026, 762 618, 477 ‘ 
Funds .-- $531, 890 

Guest rations... 46, 940 = 
Unit cost. $0. 86 

Tuberculosis and paraplegic rations - 2, 406, 810 8 
on. $1. 16 

791, 900 t 

( fenerel medical and surgical rations 581, 445 h 

Un $1. 01 Z $1.01 
Func $587, 259 -| $14, 612, 890 0 
Other vchiatric and neuropsychiatric il 
1, 874, 275 h 
4 $1, 893, 018 n 
$4, 467,600 | $4, 467, 600 
oC” er 20, 716, 437 3, 658, 417 26, 484,910 | 6. 524, 400 51, 384, 164 
nn $18, 375, 600 | $3,955, 700 | $20, 230, 800 | $4, 742,300 | $47, 304, 400 
ee ee ...--.| $17,375, 600 | $3, 955, 700 | $20, 230, 800 | $4, 742,300 | $46, 304, 400 
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082 Other supplies and materials 


Hospitals Domiciliaries 


Obligations by subob ect Fiscal year | Fiseal year | Fiseal year | piso) year | Fiseal year | Fiscal year 


1954 esti- 1955 esti- 1954 esti- 1955 esti- 
1953 actual mated mated 1953 actual mated mated 


Special service supplies _. ; $425, 179 $436, 700 $31, 137 $31, 146 $30, 000 
0845 Books, etc., for libraries 
(except legal) ........- 697, 258 933, 621 618, 000 52, 679 96, 584 53, 000 
4,048,745 | 4,240,689 | 4, 387, 450 272, 600 272, 600 274, 550 
01 All other operating sup- 
POR daskidsenighssued 37, 256, 122 | 34, 752,911 | 35, 104, 850 790, 742 700, 970 795, 850 


40, 352, 400 


40, 547, 000 
600 


1, 147,158 | 1, 101, 300 1, 153, 400 
+52, 100 


Included in this object are fuel; special-service supplies; books for libraries, 
except legal; and all other operating supplies (such as forage and farm supplies ; 
stationery and office supplies; materials for fabrication; allergens, anesthetics ; 
X-ray tubes and films; experimental animals and feed therefor; clothing, in- 
cluding bathrobes and pajamas; amalgam and gold for fillings ; drugs; chemicals ; 
bandages ; other laboratory and surgical supplies ; supplies for indigent veterans ; 
orthopedic and prosthetic materials and supplies and appliances; kitchen and 
dining-room supplies, including china and silverware, utensils, glassware; clean- 
ing and toilet supplies; laundry supplies; water softeners and boilerroom sup- 
plies; paints, varnishes, and brushes; barber supplies; sputum cups; electrical 
parts and supplies; linens; drapes; blankets; motor-vehicle supplies; and em- 
ployee clothing, such as operating gowns, masks, rubber gloves, etc.). 


090 Replacement equipment 


Hospitals Domiciliaries 


“<rmemalaasinaatin Fiscal year Fiscal year | Fiscal year | pi.) year | Fiscal year Fiscal year 
1953 actual | 1954esti- | 1955 esti- | Ton} | 1954 esti- | 1955 esti- 
mated mated be actu mated | mated 


The estimate for this item is subdivided into the following items: Special 
service, passenger vehicles, nonpassenger vehicles, and all other equipment. In 
the main, these needs are related to average bed capacity for each type of 
hospital; however, in the case of motor vehicles, estimates are based on surveys 
of individual hospital needs and of the physical condition of equipment actually 
in operation. A considerable portion of the equipment used in hospitals and 
homes is of wartime construction, when wood, plastics, and other less durable 
materials frequently were used in place of metal. 


COST OF MEALS SERVED TO STAFF MEMBERS 


Mr. Jonas. Mr. Higley, do you furnish the staff board or do they 
pay for their meals? 


r. Hietey. The staff are all fed. 


Total 
Difference + fiscal y 
over fiscal year 1954 ih 

0940 eS ----- $229. 559 $340, 400 $245, 000 $16, 046 $49, 850 $16, 000 
09 otor vehicles_........- 228, 071 279, 700 230, 600 3, 448 14, 100 29,190 
09 Other...................| 4,400,883 | 4,867,900 | 4,788, 100 60, 687 108, 850 45, 310 

Total.................| 4,358,513 | 5,488,000 | 5, 263, 700 80, 181 172, 800 90, 500 

Difference + fiscal year 

1955 over fiscal year 
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Mr. Scnorn. They pay for their own meals and it is netted against 
the salary. 

Mr. Jonas. How much do you charge them per meal? 

Mr. Scuoen. The rates vary. There are two types of contract: If 
they take 1 or 2 meals or 3 meals a day the rate varies depending on 
which meals they take. Breakfast costs less than the ot)er. 

Mr. Pures. Is it figured at cost ? 

Mr. Scuoen. That is right. The actual cost of the services—services 
actually reflected on the average plus the cost of the raw food on the 
average. 

Mr. Putures. Why would it not be approximately what is shown 
here, 86 cents? 

Mr. Scuoen. The services are not there. 

Mr. Baxer. That is raw-food cost only. 

Mr. Scuoen. It is around $1.65 a day for three meals, adjusted for 
annual and sick leave. 

They pay for those meals whether they are taken or not. 

Mr. Putturrs. Do you hear the testimony that it is probably around 
$2 and around $1.65? You are going to make an analysis of that 
and put it in? 

(The information requested is as follows :) 


TaBLe III.—Rates for subsistence and code 


PART A—FULL SUBSISTENCE (3 MEALS A DAY, 5-DAY WEEK) 


Pay period 
Style Annual rate ‘ate 


Fut Sussistence (3 MEALS A Day, 7-Day WEEK) 


653. 64 25. 14 


PART B—PARTIAL SUBSISTENCE (1 OR 2 MEALS A DAY, 5-DAY WEEK) FOR EMPLOY- 
EES ON ROTATING SHIFTS AND ALL FOOD HANDLERS 


1 MEAL 
2 MEALS 
311. 48 11. 98 


1. For employees whose tours of duty actually involve shift rotation: 
2. For all food handlers irrespective of tour of duty. 
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PART C—PARTIAL SUBSISTENCE (1 OR 2 MEALS A DAY, 5-DAY WEEK) FOR ALL EM- 
PLOYEES EXCEPT THOSE ON ROTATING SHIFTS AND FOOD HANDLERS 


1 MEAL, BREAKFAST 


Annual rate 


$112. 58 
138. 58 


Cafeteria 
Waiter 


$276, 12 $10. 62 
328, 12 12. 62 


PART D.—PARTIAL SUBSISTENCE (1 OR 2 MEALS A DAY, 7-DAY WEEK) FOR CERTAIN 
RESIDENT PHYSICIANS AND CERTAIN CANTEEN SERVICE EMPLOYEES ONLY 


1 MEAL, BREAKFAST 


Waiter 


$386. 62 $14. 87 
459. 42 17. 67 


Note.—This table applies only to resident physicians and canteen service employees who take the same 
meal] or same combination of meals each day of a 7-day week. If the tour of duty requires variations in 
specific meals taken, the charge shal] be one-third or two-thirds of the per annum rate for full subsistence, 
for 1 or 2 meals a day, as appropriate. 


BOOKS FOR LIBRARIES 


Mr. Pures. You have a very large item, large comparatively, but 
it is quite a large item in itself, for books, except for legal. Now, I 
go back again, Mr. Higley, to the old days when we did not pay any- 
thing for this. There were always Kiwanis Clubs and Rotary Clubs 
and auxiliaries and Knights of Columbus and groups who were willing 


Pay period 
Style fate 

NOON oR EVENING MEAL 

2 MEALS, BREAKFAST AND NOON OR EVENING MEAL 

$250. 64 $9. 64 

Noon AND EVENING MEAL 

Noon oR EVENING MEAL 

2 MEALS, BREAKFAST AND NOON OR EVENING MEAL 

NOON AND EVENING MEAL 
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to do something for the veterans. Have we lost that out of our 
veteran economy ? 

Mr. Hictxy. I do not know. 

Dr. Boonr. They do not show that generosity now, Mr. Chairman. 

I would like to invite your attention to the fact that we have taken 
over a third on that item. In 1954 to 1955 we have gone from $933,621 
to $618,000, which is a reduction of $325,621. 

Mr. Putuies. Yes; I would then invite your attention to the fact 
that it was $697,258 through 1953, so it had quite a jump last year 
to get it up to $933,621. 

Dr. Boonn. Of course we are stocking more hospitals, more libraries. 

Mr. Jonas. How much did we give them this last year? 

Dr. Boonr. Stocking both the medical libraries and the patient 
libraries in the new hospitals. 

Mr. Jonas. How much would that be for hospitals? 

Dr. Boonr. One hundred and seventy-five hospitals. 

Mr. Jonas. What libraries do you have? 

Dr. Boone. A library in every hospital, both medical and for 
patients. 

Mr. Putiutes. Is it $5,000 a library? 

Dr. Boonr. The medical is more expensive than the patient library. 

Mr. Putiires. You have already got $10,000 for medical books. 

Dr. Boone. One pathology book is $25. 
ae Pures. Some of this $4,000 for hospitals per year is medical 

s. 

Dr. Boone. Medical libraries and patient libraries, medical periodi- 

cals and the periodicals for patients. 


REPLACEMENT OF EQUIPMENT 


OTHER REPLACEMENTS 


Mr. Putures. With reference to Replacement of Equipment, we 
have our old friend, “Other,” again. 

After listing $245,000 for special services, and $230,600 for motor 
vehicles, then “Other” wants $4,788,100. 

Mr. Scnoen. That includes all medical equipment of a major plant 
to be cared for, it runs into a lot of money. 

One X-ray machine costs around $20,000 alone. This item covers 
the replacement of all equipment in the hospital. 

Mr. Putiuirs. Have you found any veterans’ hospitals that have 
only one X-ray machine in it? 

Mr. Scnoen. No, I think most of the hospitals have more than one. 

Dr. Boonr. Physical therapy machines, the laboratory equipment, 
the dental equipment. 

Mr. Jonas. How can you estimate how much of that you need next 
year? Based on what you have been spending? 

Dr. Boonz. Performance. 

Mr. Jonas. On experience? 

Mr. Scuoen. I should like to point out that there is a control mech- 
anism in which the requirements for certain major types of equip- 
ment have to be approved by a central office before they are purchased. 
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AUTOMOBILES 


Mr. Puitires. Down on your 090, replacement of vehicles, how 
many new cars do you want this year? 

Mr. Bieetow. It calls for 75 passenger cars in hospitals sir. 

Mr. Pures. All replacement ? 

Mr. BicELow. only. 

Mr. Putturs. What is the average mileage? 

Dr. Boonr. May Mr. Stevens speak to that? He has the report on 
the cars. 

Mr. Stevens. On passenger-carrying vehicles for replacement, it is 
based on GSA restrictions of 60,000 miles or 6 years. It is their 
requirements we have to meet and we exceed that. 

Mr. Pumurs. How many vehicles do you have all told? 

Mr. Stevens. In the VA? 

Dr. Boonr. I have that figure. 

Mr. Stevens. It is 2,871, including trucks. There are 1,011 passen- 
ger-carrying vehicles consisting of sedans, station wagons, buses, and 
ambulances. 

Mr. Puuures. 2,871. You want to replace 75? 

Mr. Stevens. No, sir; that is not correct. Replacement of 108 pas- 
senger-carrying vehicles for the entire VA. 

Mr. Puiuirs. Then get comparable figures. There are 2,871 in the 
entire VA? 

Mr. Stevens. Yes; including trucks, 

Mr. Puitires. What is the replacement figure there ? 

Mr. Stevens. 183 including trucks of which 108 are passenger- 
carrying vehicles. 

Mr. Puiturrs. What is the comparable figure to 75? For the 
vehicles in the hospitals ? 

Mr. Stevens. I beg your pardon. The figures I had here for the 
entire VA for replacement is 183. 

Mr. Puttiries. 2,871 and 183 for replacement and for the hospitaili- 
zation section alone—— 

Mr. Stevens. 183, out of how many, all types? 

Mr. Jonas. That is what they have in, 183 out of 2,506. 

Mr. Potties. What was the 75? A false figure? 

Mr. Baxer. 75 passenger-carrying vehicles in hospitals only is the 
figure contained in the printed budget. 

Mr. Stevens. That sounded like passenger-carrying vehicles. 

Mr. Putuirs. Do you know what the total is? 

Mr. Stevens. 68 sedans only in medical facilities. 

Ambulances for the D. M. and S. 14, and 1 for a regional office, which 
would be used primarily by the clinics. 

Mr. Pumurrs. Are you asking for any new ambulances? 

Mr. Srevens. Yes, sir; 15. 

Mr. Puiuures. Make a note of that. I think you could shift your 
ambulances around. I think you have got ambulances doing work 
where a localized ambulance could save half the time and the money 
of a new car by bringing the people in. Am I right? 

Dr. Boons. We do that. 

Mr. Stevens. And use it wherever possible. 
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Mr. Scuorn. That is part of that contract ambulance service, part 
of this 07 item that you were asking about. 

Mr, Putuirs. en VA sends out an ambulance and it rides the 
patient back, that is just twice the length of time. 

Mr. Scuoen. We contract for ambulance service. It is in the budget 
here. The item we were talking about under contractual services 
included ambulance service. We do contracting where it is economical. 

Mr. Pues. We are not talking about contract. We are talking 
about buying them. If you have this contract service, which sounds 
good to us, why do you also want to buy 15 of them? 

Mr. Srevens. Contract service is not always available. In some 
places it is more expensive than it is to operate our own cars. But 
wherever possible, we do use contract service and we supplement our 
one ambulance at most hospitals by contract service. 

Mr. Jonas. As a matter of fact, you do not have any emergency 
use for ambulances, do you? 

Mr. Scuoen. Yes. 

Mr. Srevens. Yes, we do. 

Mr. Jonas. You do not know in advance when you are going to 
move a patient ? 

Dr. Boonr. We have a lot of emergency calls. 

Mr. Stevens. We serve an area, depending upon the location of 
the hospital and upon the public transportation situation. 

Mr. Jonas. You mean, a service officer in a county calls a hospital 
and you will go after the patient ? 

Mr. Stevens. Within a certain radius, if there is not any other way 
of getting him there. 

br. Boone. Police call, too. 

Mr. Stevens. Or contract for. 

Mr. Putiies. How would you get a police call? 

Dr. Boonr. They will call and ask us to send an ambulance to such 
and such a place for a patient. 

Mr. Puiiies. On emergency; just an emergency ? 

Dr. Boone. Yes, sir. 

Mr. Putiries. They found out in advance whether he is entitled 
to an ambulance? 

Dr. Boone. No, sir. 

Mr. Putiies. Page 311 of the preprinted budget. 

Dr. Boonr. Sometimes we are the only medical institution in that 
Nad and if there is a fire and all sorts of things, they will 
need us. 

Mr. Putures. All right. 


Contract HosprratizaTIon 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


Appropriation or estimate (obligations incurred) -...-.......-.]..-.-.------.. $20, 583, 100 $18, 891, 000 
Comparative transfer from ‘Administration, medical, hos- 
pital, and domiciliary services, Veterans’ Administration”. 


Total obligations..............- < 21, 984, 621 20, 583, 100 18, 891, 000 
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Obligations by activities 


Description 


1953 actual 


1954 estimate 


1955 estimate 


1. Cost of contract hospitalization: 
a) Civil hospitals 
b) Municipal and State hospitals 
(c) Federal hospitals 


Total obligations 


$7, 712, 090 
4, 565, 193 
9, 707, 338 


$6, 919, 665 
5, 223, 266 
8, 440, 169 


$7, 125, 881 
4, 725, 181 
7, 039, 938 


21, 984, 621 


20, 583, 100 


18, 891, 000 


Obligations by objects 


07 Other contractual services: 


Analysis of expenditures 


20, 583, 100 


18, 891, 000 


1955 estimate 


Unliquidated obligations, start of year 
“ae ions incurred during the year 


in obligations of pee years 
iquidated obligations, end of year 


Total expenditures 
Expenditures are distributed as follows: 


Out of current authorizations 
Out of prior authorizations 


$3, 087, 000 
18, 891, 000 


21, 978, 000 


185, 000 
2, 506, 000 


17, 496, 100 


19, 287, 000 


17, 496, 100 


16, 387, 000 
2, 900, 000 


We will take up now the item “Contract hospitalization.” 


Please 


pages 


details of that this morning. 


(The pages referred to are as follows:) 


Contract hospitalization—Obligations by programs 


place in the record the revised pages of the justifications, 
268 through 274. What is that revision ? 
BiceLow. $17,570,867, and I gave the reporter the breakdown 


Estimated, 
fiscal year 
1954 


Estimated, 
fiscal year 
1955 


Increase (+) 


or 
decrease (—), 
1955 over 
1954 


$7, 712, 090 
4, 565, 193 
9, 707, 338 


$6, 919, 665 


$6, 400, 457 
3, 478, 947 
7, 691, 463 


—$519, 208 
—1, 744, 319 
—748, 706 


21, 984, 621 


17, 570, 867 


—3, 012, 233 


During fiscal year 1955, an estimated daily average of 5,125 VA beneficiaries 


will be provided inpatient care in other Federal, civil municipal, and State hospi- 
tals at a cost of $18,891,000. A comparison of actual and projected patient- 


| 
1953 actual | 1954 estimate | 
Actual, | | 
1953 

Grand total, obligations..................| 20,533,100) 
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loads in contract institutions, both Federal and non-Federal, covering fiscal 
years 1953, 1954, and 1955, is given in the following summary: 


Estimated Estimated. 
Actual, fiscal) ‘fecal year ° 
year fiscal year 
year 1953 1954 1955 
Average daily patient load: 
2, 212 1,915 1, 620 
Civil, municipal, and 4, 282 3, 916 3, 222 
6, 404 5, 831 4, 842 
Total patient days: 
807, 254 698, 975 591, 300 
Ne 1, 562, 883 1, 429, 548 1, 176, 030 
2, 370, 137 2, 128, 523 1, 767, 330 


Civil, municipal, and State hospitals, $9,879,404 

Hospitalization of VA beneficiaries in non-Federal hospitals in the continental 
United States is restricted to male veterans requiring hospitalization for service- 
connected conditions, female veterans in need of hospitalization for treatment of 
either service or non-service-connected conditions, and those veterans requir- 
ing hospitalization to prevent interruption of training authorized under provi- 
sions of Public Law 16, 78th Congress. In the Territories and possessions of the 
United States, VA beneficiaries in need of hospitalization for either service or non- 
service-connected conditions may be hospitalized in non-Federal hospitals in 
accordance with existing laws and regulations. 

Non-Federal hospitals may be utilized for the care and treatment of the afore- 
mentioned persons when suitable facilities are not feasibly available in VA hos- 
pitals, e. g.: 

(a) When beds in VA hospitals are insufficient to meet the demand for hos- 
pitalization of certain types of patients, i. e., primarily those suffering from 
mental disorders or tuberculosis, or where Federal hospital facilities are ex- 
tremely limited or nonexistent. This situation prevails in heavily populated 
areas as well as in the Territories and possessions. 

(b) To provide hospitalization in medically emergent cases when immediate 
transfer to a VA hospital would be hazardous. 

(c) To provide hospitalization for female beneficiaries for whom appropriate 
facilities are not available in Federal hospitals. 


Other Federal hospitals 

The Veterans’ Administration utilizes beds in other Federal hospitals to pro- 
vide coveraze in areas where there is a critical shortage of facilities. Estimated 
patient load is determined by the number of beds made available in hospitals 
under the jurisdiction of other Government agencies. 


Patient load 

(a) Neuropsychiatric patients.—The average daily load of neuropsychiatric 
patients has shown a decided upward trerid during fiscal year 1958, and a greater 
demand for hospitalization of this category of patient is anticipated in fiscal 
year 1954. Increased demand is attributed principally to the operation of 
Public Law 293, 82d Congress, which grants service connection for active 
psychosis occurring within a 2-year period after separation from military service. 
Although the demand for hospitalization of this type of patient will be greater, 
veterans now hospitalized in non-Federal hospitals are to be transferred to beds 
activated in new or existing VA hospitals during fiscal year *954 to the extent 
practicable. 

Since new admission of neuropsychiatric patients will be effected in VA 
hospitals whenever feasible, it is expected that additional beds available in VA 
hospitals will permit a slight reduction in this patient load for fiscal year 1955. 

(0) Tuberculosis patients.—The average daily patient load of VA beneficiaries 
hospitalized for tuberculosis in non-Federal hospitals has shown a consistent 
decline during fiscal year 1953. This is explained by the fact that substantial 
numbers of veterans hospitalized under the provisions of Public Law 573, 8ist 
Congress, have been discharged, transferred to VA hospitals, or are continuing 
treatment on an outpatient basis. It is anticipated that further reductions 
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will be made during fiscal year 1954 (through (1) additional discharges, (2) 
by effecting transfers to VA hospitals, (3) effecting new admissions to VA 
hospitals). A further reduction is expected in fiscal year 1955 due to avail- 
ability of additional beds in facilities under jurisdiction of this agency. 

(c) General medical and surgical patients—The fact that only 30 percent 
of the non-Federal general medical and surgical patient load was hospitalized 
within the continental United States during fiscal year 1953 is of special sig- 
nificance. Admissions of these patients are now restricted to emergency cases 
or to female patients for whom appropriate facilities are not available in VA 
hospitals; therefore, activation of additional G. M. and S. beds in VA hospitals 
will permit only a slight reduction in the average number of beneficiaries hos- 
pitalized within the United States. However, no marked reduction in the 
general medical and surgical patient load in the Territories and possessions can 
be anticipated for fiscal year 1955. 


Facilities of Veterans’ Administration hospitals 

In preparing the annual estimate for fiscal year 1955, the activation and/or 
opening of additional beds in Veterans’ Administration hospitals and their loca- 
tion in relationship to specific areas, where the non-Federal patient loads are 
greatest, have been considered. The most acute shortage of beds will continue 
to be for neuropsychiatric cases and, secondarily, for tuberculous patients for 
the reasons outlined above. 
Average patient day cost 


The cost of hospitalization in non-Federal hospitals is established on the basis 
of per diem rates agreed upon under contracts between the Veterans’ Adminis- 
tration and the various hospitals concerned. Additional charges for professional 
services such as surgeons’ fees, special duty nursing care, anesthesists, and con- 
sultations are made and have been included in the above total. Claims for 
unauthorized medical services are also included in the actual and estimated obli- 
gations with the corresponding patient day utilization and related costs. 


Summary of total requirements 


Estimated, 


Estimated, 
fiscal year 
1 


Civil hospitals: 
Average daily patient load....................------.-.--- 1, 871 1, 680 1, 
682, 934 613, 218 
28 


Municipal] and State hospitals: 
Average daily patient 2, 236 


. 8S. Na 
U.S. Pu 
8t. Elizabeths 


Army: 
217, 912 208, 050 189, 800 
$14. 25 $14. 75 $17.00 
U. 8. Air Force: 
Patient days 950 
Per diem cost 


pagans on 10, 386 10, 950 110, 


No change. 


| 
Actual, fis- 
year 1953 
602 
730 
). 85 
Total cost : $¢ ‘ $6, 400, 457 
620 
300 
$5.19 $6. 40 $5, 88 
#4, 565,195 | $5, 223, 266 $3, 478, 947 
OTHER FEDERAL HOSPITALS 
Average daily patient load: 
561 610 355 
394 75 50 
268 268 268 
350 350 350 
13 12 | 12 
Emergency admissions (miscellaneous hospitals) 35 
AGENCY 
Total a | $161, 513 | ' $186, 150 
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Summary of total requirements— Continued 
OTHER FEDERAL HOSPITALS—Continued 


Estimated Estimated 
Actual, fis- 
p fiscal year fiscal year 
year 1063 1954 1985 
AGENCY—continued 
U. 8. Navy: 
204, 654 222, 650 129, 575 
$14. 25 $14. 75 $17.00 
kg $2, 916, 320 $3, 284, 088 $2, 202, 775 
U.S. Public Health Service (Marine): 
143, 557 27, 375 18, 250 
$14. 25 $14.75 $17. 00 
U. uv. Public Health Service (Fort Worth): 
Per diem cost $8. 10 $8. 50 $8. 50 
$792, 310 $831, 470 $831, 470 
Department of Health Education and Welfare (St. Elizabeths): 
127, 750 127, 750 127, 750 
$4. 90 $4. 90 $4.97 
$625, 975 $625, 975 $634, 918 
Panama Canal Zone: 
dic 4,913 4, 380 $4, 380 
$14. 25 $14. 75 $18. 75 
Total cost $70, 010 $64, 605 $82, 125 
Miscellaneous hospital facilities: 
Summary: 
Average daily patient load 2, 212 1,915 1, 620 
Patient days. ns 807, 254 698, 975 591, 300 
Per diem cost $12. 03 $12. 08 $13.01 
Grand total $9, 707, 338 $8, 440, 169 $7, 691, 463 


AVERAGE COST OF BEDS 


Mr. Jonas. What is the average cost per bed ? 

Mr. Pues. It will be $11.30 next year. 

Mr. Baker. For civil hospitals. 

Mr. Putuurrs. How much per bed? 

Mr. Bicetow. Here is a figure of $6.31 for municipal and State and 
Federal $17. 

Mr. Jonas. What is it in the VA hospitals ? 

Mr. $13.60. 

Mr. Overall average. 

Mr. Puiturres. We would save a great deal of money if we would 
contract for all available beds, would we not ? 

Mr. Jonas. Was it not stated last year to be $20? 

Mr. Bicetow. General medicine and surgery. 


COMPARISON OF PER DIEM COST OF VA AND PRIVATE HOSPITALS 


Mr. Scorn. When we are discussing contract hospitals, it is only 
the cost of the hospital care; it does not include the professional care, 
which is included in the cost for VA hospitals. 
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Dr. Boonr. The VA per diem cost is the overall for everything, 
including transfusions, physicians, everything; whereas if you con- 
tract outside, this is just the basic cost in the contracts made with the 
private institutions. Then you have to pay the doctor or any extras. 
So it is a very sizable differential. 

Mr. Jonas. I think we ought to have a table showing the averages. 

Mr. Puiuirs. Could you make some sort of a comparable table be- 
tween the cost of patients? Youcould notdoit? Why not? 

Mr. Scuoen. We would not have any way to subtract out these 
things, or make them comparable, actually. 

Mr. Pumps. When you figure the cost of handling a patient in 
VA hospitals and figure that it runs $14, or whatever it will run, that 
is comparable to putting it in a civil hospital, plus the extras. You 
have not taken into consideration the capital investment of $10,000 a 
bed or now $20,000 a bed in the newer hospitals. 

Dr. Boonr. Neuropsychiatric only, $20,000. 

Mr. Putiures. What is the general medicine and surgery ? 

Dr. Boonr. General medicine and surgery runs about $15 or $16. 

Mr. Stevens. $15,000 or $16,000 a bed. 

Dr. Boonr. You may have different contracts with different hos- 
pitals. You have a great many hospitals throughout the Nation. It 
would be a very different comparable figure. 

Mr. Jonas. What are we paying per bed for NP hospital construe- 
tion? 

Dr. Boone. About $20,000 for our own. 

Mr. Jonas. What for the TB hospitals? 

Dr. Boonr. On TB, general medical and surgical, it is about $15,000 
per bed. Mr. Edgar will give you the TB figure. 


Mr. Pures. We have not built any TB hospitals recently, 
have we? 


Dr. Boone. No, sir. 

Mr. Puitures. Then you will have about $10,000 a bed. 

Mr. Epear. For TB. 

Dr. Boone. The last one was Biltmore. 

Mr. Epear. It was $16,700. That is a 300-bed hospital, and as you 
go down in beds, of course, your price goes up. So there can’t be 
too much difference between a 500-bed. 

Mr. Puiturrs. In fairness, should you not charge that in with the 
private hospital, before it makes you a price of $11.30? 

Mr. Scnoen. It is a job on which amortization, depreciation sched- 
ules on that property vary. It is a complex job to do it equitably. 
Each institution, each private institution has their own depreciation 
schedules. St. Luke’s Hospital in San Francisco is an old, rundown 
building that has probably been depreciated three times. We have 
some like Los Angeles Center 

Mr. Jonas. That would balance off the cost of professional services. 

Mr. Scuorn. I doubt it. 

Dr. Boonr. I doubt that. 

Mr. Scorn. You take Arlington Hospital, for example, add your 
doctors’ fees to your hospital bills, you get the relationship. In the 


hospital, 50 percent of the cost, approximately, was doctors’ bills and 
the rest of it was hospital bills. 


1828 


Mr. Pures. I question whether all this explanation actually 
changes the original premise which is that it would be cheaper to put 
VA patients in Federal, private, or municipal hospitals, if we charged 
all our costs into our figure. 

Mr. Scnoen. I do not believe it would come out that way, sir. 

Mr. Hietxry. There is one lack of comparison I think you should 
bear in mind and that is rehabilitation and all of the other services 
you have in a VA hospital which cost money and which would not 
normally be available in other hospitals. 

Mr. Jonas. What do you mean, rehabilitation? All these movies?’ 

Mr. Putters. Calisthenics. 

Dr. Boone. Restoration of function of the mind and body. 

Mr. Hietey. All kinds of therapies that are used to bring him back, 
whether it is work therapy ?—— 

Mr. Puuures. Will Dr. Boone admit that a modern civilian hospital 
does have those things? 

Dr. Boone. I know it is true that they do not have it. We had one 
high-level man the other day who told us it does and then we go out 
West and we find it unsubstantiated. 

Mr. Jonas. You profess that your patients, upon discharge, are 
better off than patients Hodmaed: from civilian hospitals? 

Dr. Boonr. No. It is my contention that the majority of patients 
discharged for VA hospitals more nearly approach rehabilitation. 

Mr. Jonas. That has not been my experience. 

Dr. Boonr. They have their convalescence. After discharge they 
have nobody to follow them and are not serviced. 

Mr. Jonas. We are fencing now because it depends on what ailment 
the man has, I suppose. Must not that be taken into consideration? 

Mr. Hiatey. Definitely. 

Dr. Boone. The American psychiatric group says we are setting 
the pace for the Nation by our forward approach to restoration of the 
mental patient by rehabilitation processes. 

Mr. Putuirs. Setting some kind of a pace. 


MAINTENANCE AND OPERATION OF FAcILitTIEs 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 

Appropriation or estimate (obligations incurred). ----.-......--|-...------.---- $24, 248, 200 $24, 236, 000 
Comparative transfer from ‘‘Administration, medical, hospi- 

tal, and domiciliary services, Veterans’ Administration”’ _.... 
Comparative transfer to ‘‘General operating expenses, Veter- 

Total obligations. 23, 311,133 | 24, 228, 200 24, 236, 000 

Obligations by activities 

Description 1953 actual | 1954 estimate | 1955 estimate 

1, Veterans’ Administration facilities... .............-...-.-- $19, 536,000 | $20, 207, 200 $19, 886, 000 

3, 775, 133 4, 021, 000 4, 350, 000 

Total obligations___- 23, 311, 133 24, 228, 200 24, 236, 000 
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Obligations by objects 


| 


Object classification 1953 actual | 1954 estimate | 1955 estimate 


Total number of permanent 3, 389 3, 389 
Full-time equivalent of all other positions 818 818 
Average cumber of all employees ' 4, 211 4, 222 


Average salaries and grades: 
General schedule grades: 
Average salary , 937 $3, 939 $3, 937 
Average grade GS+4.6 GS-4.6 

Crafts, protective, and custodial 
Average salary...____ $3,114 $3,114 
Average grade __ 1-3. CPC-3.7 | CPC-3.7 
Ungraded positions: Average salary - 7, $7, 496 $7, 496 


Personal services: 
Permanent positions $11, 641,409 | $11, 533, 616 $11, 458, 028 
Other positions 985, 614 986, 400 985, 714 
Regular pay in excess of 52-week base__ 46, 547 46, 144 46, 372 
Payment above basic rates 241, 871 239, 986 


Total personal services 12, 915, 441 12, 730, 100 


Travel: 


2, 289 

Beneficiary aa 17, 974 
Transportation of things: 
Shipment of bodies 9, 284 
Oth 158, 051 
31, 434 
Rents and utility services “ 460, 356 
Other contractual services: 


921, 701 
supplies and materials: 
rovisions a 4, 079, 431 
Other 1, 147, 158 
Equipment 80, 181 
Grants, subsidies, and contributions 3, 775, 183 
Refunds, awards, and indemnities se 
Taxes and assessments 31, 746 


23, 642, 455 
331, 322 


23, 311, 133 


Analysis of expenditures 


Unliquidated obligations, ey of year 
Obligations incurred during the year. 


in obligations of prior years 
iquidated obligations, end of year 


21, 581, 000 


Expenditures are distributed as follows: 
Out of current authorizations 21, 581, 000 


Mr. Puiiirs. Turning to “Maintenance and operation of domi- 
ciliary facilities,” we will insert in the record at this point, pages 275 
through 279. 


41872—54—pt. 242 


— 
: | 4, 800 4, 800 
24, 740 18, 000 
03 
| 1,900 9, 400 
225, 200 159, 100 
4 47, 120 31, 400 
4 447, 400 460, 400 
17,000 12, 000 
~ 806, 040 798, 400 
4, 903, 800 4, 742, 300 
1, 101, 300 1, 153, 400 
09 172, 800 90, 500 
ll 4, 021, 000 4, 350, 000 
13 300 
15 33, 940 41, 900 
Deduct charges for quarters and subsistence... .............._- 375, 000 366, 000 
24, 228, 200 24, 236, 000 
1953 actual | 1954 estimate | 1955 estimate 
$2, 667, 200 
stiiienenbpennee 24, 248, 200 26, 903, 200 
nd werk 160, 000 
2, 667, 200 2, 700, 200 
21, 693, 000 
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(The pages are as follows :) 
Domiciliary care—Maintenance and operation of domiciliary facilities 
Increase (+-) 
Actual, Estimated, | Estimated, or 
Obligations by object fiscal year fiscal year fiscal year | decrease (—), 
1953 1954 1955 1955 over 
1954 
Average employment, field__..........-.....--- 4, 198 4,172 4,172 +0 
Obligations: 
eae ee $12,915,441 | $12,796,160 | $12,730, 100 — $66, 060 
(included in persona! 
ED cnndddentackacthabnadebes (15, 900) (17, 400) (16, 000) (—1, 400) 
02 Travel: 
2, 289 4, 800 4, 800 
17, 974 24,740 18, 000 —6, 740 
03 Transportation of things: 
Shipment of bodies__.............-- , 284 1, 900 9, 400 +7, 500 
i eR ap 158, 051 225, 200 159, 100 —66, 100 
04 Communication services... 31, 434 47,120 , 400 —15, 720 
05 Rents and utilities. _._____- 460, 356 4 460, 400 +13, 000 
07 Other contractual services: 
Medical and dental fees. _.......--- 11, 996 17,000 12, 000 —5, 000 
Other. 921, 701 040 400 —7, 640 
08 and materials: 
rovisions: 
Raw food issued_..._....-.---- 5, 052, 984 4, 903, 800 4, 742, 300 —161, 500 
1, 147, 158 1, 101, 300 1, 153, 400 +52, 100 
80, 181 172, 800 190, —82, 300 
11 Grants, subsidies, etc. -.-............-.-..- 3, 775, 133 4, 021, 000 4, 350, 000 +329, 000 
13 Refunds, awards, “and 300 +300 
15 Taxes and assessments..................-.- 31, 746 33, 940 41, 900 +7, 960 
lS EE 23, 642, 455 24, 603, 200 24, 602, 000 —1, 200 
Less: Quarters, subsistence, and leave_...._--_- —331, 322 —375, —366, 000 +9, 000 
Plus: Contact program transfer to general 
operating expenses +21, 456 —20, 000 
Net total obligations... ...............-.-- 23, 332, 589 24, 248, 200 24, 236, 000 —12, 200 
1 Includes $29,190 for purchase of 9 sedans ($9,900) and 9 trucks ($19,290). 
Analysis of employment by subprogram 
Estimated, | Estimated, | ae 
stimated, ‘stimated, +) or de- 
1954 
10 10 10 0 
78 77 77 0 
82 83 83 0 
28 28 28 0 
147 146 146 0 
2, 518 2, 518 0 
1,143 1, 136 1, 136 0 
Total average employment_--.-.-.--..---- 4, 198 4,172 4,172 0 


This estimate has been predicated on obligational data reported under the 
former accounting system which is now recognized as not having reflected ac- 
curate domiciliary program cost data under performance budgeting concepts. 
The adoption of the integrated cost and allotment accounting system at the 
beginning of the current fiscal year, which embodies the accumulation of cost 
data on an accrual basis, has indicated the invalidity of the former accounting 
system, and consequently an invalidity in proper distribution of program costs 
between the hospital and domiciliary programs as presented in this estimate. 
Of necessity, charging of these costs to the program under which now budgeted 


must continue through fiscal year 1955. 


However, action is being taken during 
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this current fiscal year to properly identify the cost areas in question and 
appropriate adjustment will be requested in the fiscal year 1956 budget sub- 
mission. This adjustment will increase the domiciliary program estimate by 
offset transfer from the hospital program estimate, based on actual cost data 
being obtained during the current fiscal year. Current experience indicates that 
the required adjustment will be slightly less than $1 million annually. 

Funds are requested for fiscal year 1955 to operate an average of 17 domiciliary 
facilities having an aggregate bed capacity of 18,147. In fiscal year 1953, there 
was an average daily member load of 16,877; 16,927 in fiscal year 1954, and for 
1955 the average daily member load is expected to be stabilized at 17,000. 
The estimated occupancy ratio for fiscal year 1955 will be 95.6 percent. Justi- 
fication for objects other than personal services is combined with the hospital 
program. 

The purpose of the domiciliary program of the VA is to provide a home, medical 
eare, and an opportunity for rehabilitation for those eligible veterans who, 
because of physical or mental disabilities, are unable to earn a living. The 
eligibility requirements for admission to homes are basically the same as for 
admission to hospitals with the additional requirement that the applicant must 
have a condition essentially chronic in character, not susceptible of care or de- 
cided improvement by hospital treatment, and a disablement of such a degree 
and of such probable persistency as will incapacitate him from earning a live- 
lihood for an indeterminate period. 

The population of the VA homes is, therefore, composed primarily of veterans 
who would be long-term hospital patients if they were not domiciled. The cost of 
maintaining such veterans in homes is considerably less than the cost of their 
maintenance as hospital patients. In addition, the segregation of these poten- 
tial long-term hospital patients in homes releases a large number of beds in 
general medical and surgical hospitals for use by relatively short-term and more 
acute patients. 

Thirteen of the 17 homes are combined with general medical and surgical 
hospitals as centers, and one home is combined with a TB hospital as a center; 
the remaining three are separate establishments and must maintain their own 
facilities for medical care of sick and disabled members. With an average em- 
ployment of 4,172, the ratio of employees to members for fiscal year 1955 will be 
0.2454, as compared with 0.2465 for fiscal year 1954. Member emplovment is es- 
timated at 1,430 for fiscal year 1955, equivalent to 715 full-time employees. 

The following table shows the member load in VA domiciliaries from fiscal 
year 1947 through fiscal year 1953 actual and the estimated load for fiscal years 
1954 and 1955: 


1947 13, 064 | 1952 16, 876 
1948. 14, 387 | 1953 16, 877 
1949 15, 288 | 1954 (estimated) ~......_._-__-_ 16, 927 
1950 16, 831} 1955 (estimated )-.._______-_- 17, 000 
1951 16, 775 


Justifications for other objects of expenditure of the domiciliary program have 
been incorporated in the hospital program section of this estimate. 


State homes 


11 Grants, subsidies, and contributions: 


Retimated, fecal sear: 1964... 4, 021, 000 
4, 350, 000 

Increase (+) or decrease (—), 1955 over 1954____._____- +329, 000 


In accordance with 24 U. S. C. 134, as amended, domiciliary care is furnished 
to eligible beneficiaries in State soldiers’ homes. Under this act, the Federal 
Government must reimburse States or Territories for domiciliary care provided 
members meeting the same criteria for admission as those required by the Vet- 
erans’ Administration. Covering legislation (Public Law 823, 81st Cong.) stipu- 
lates that payment will be effected at a rate not to exceed $500 annually per 
capita or one-half the cost of maintenance, whichever is less, until June 30, 1956. 
yong fiscal year 1953 only 2 State institutions showed a per capita cost under 

1,000. 

From fiscal year 1945, the average member load has shown a sustained upward 

swing, being influenced by (1) replacement programs at State homes undertaken 
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to improve and enlarge existing bed capacities; (2) general economic conditions 
which impose greater financial burdens on those in the lower income groups; (3) 
advancing age of World War I beneficiaries who have developed disabling in- 


firmities ; and (4) the acute shortage of beds in VA domiciliaries. 
Basic conditions influencing the upward trend in bed utilization will continue 


to prevail, 


The average patient load in State homes has been conservatively 


established at 8,700 members for fiscal year 1955. This projection is based upon 
current bed occupancy ratios, and anticipated increases in the member load. 


Aveage member population 


Fiscal year: Actual | Fiscal year—Continued Actual 
4, 643 1951 7, T74 
5, 524 1952 7, 900 
6, 150 1953. 8, O88 
6, 712 1954. 8, 042 

OvuTPATIENT CARE 
Amounts available for obligation 
1953 actual | 1954 estimate | 1955 estimate 
Appropriation or estimate $92, 677,900 | $76, 744, 000 

Reimbursements from other accounts. -..................-~..-|--..-.--...-.. 270, 309, 
92, 948, 300 77, 053, 000 

Unobligated balance, estimated savings. —793, 000 
Obligations incurred... = thon 92, 155, 300 77, 053, 000- 

parative transfer from 

“Administration, medical hospital, and domiciliary 
“General operating expenses, Veterans Administration”. . , 469, 000 4 
Total obligati ra 105, 920, 551 99, 332, 300 77, 053, 000 

Obligations by activities 
Description 1953 actual | 1954 estimate | 1955 estimate 
Direct Obligations 

Operation of $63, 225,701 | $59,426,464 | $54, 843, 000 
ce Services. 7, 469, 7, 177, 000 7, 194, 000 
9,698,714 | 9,458, 436 8, 897, 000 
25, 233, 656 23, 000, 000 5, 810, 000 
Total direct obligations. 105, 627, 071 99, 061, 900 76, 744, 000 

cou 

293, 480 270, 400 309, 000 
105, 920, 551 99, 332, 300 77, 053, 000 
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Obligations by objects 


Object classification 


1953 actual 


| | 
1954 estimate | 1955 estimate 


Summary of Personal Services 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 
Average salary 

Crafts, arelesiiea. and custodial grades: 


Personal service obli 
Permanent positions 
Regular pay in excess of 52-week base 
Payment above basic rates. 


Total personal service obligations. 
Direct Obligations 


Transportation of things: 

Other contractual services: 

Medical and dental fees............-.-..--.-.-.------- 


ther 
Refunds, awards, and 
Taxes and assessments....--......------------------------ 


Obligations Payable Out ia Reimbursements From Other 
ccounts 


Sess SRF BF 


Supplies and materials. ------- 


Total obligations payable out of reimbursements from 


10, 910 10, 464 9, 729 
697 308 280 

11, 457 10, 688 9, 859 

. $3, 663 $3, 582 
Gs-4.1 GS-41 GS-41 
$2, 650 $2, 700 $2, 700 
CPC-2.3 CPC-23 CPC-23 
$9, 071 $9, 122 


$47, 590,950 | $46, 167, 272 $42, 811, 800 
6, 019, 169 3, 706, 620 , 358, 

198, 399 184, 972 162, 645 

177, 529 176, 500 176, 300 

53, 986, 047 50, 235, 364 46, 509, 345 


53, 743, 047 


177, 876 
4, 595, 937 


5, 582 
155, 450 
480, 789 
389, 830 


34, 932, 370 


451, 918 
366, 420 


32, 458, 436 
1, 030, 242 
9, 459, 089 

399, 647 


900 


99, 061, 900 


243, 000 222, 000 253, 000 
50, 480 48, 400 56, 000 
293, 480 270, 400 , 000 


105, 920, 551 


Analysis of expendi 


tures 


1953 actual 


1954 estimate 


1955 estimate 


Unliquidated obligations, start of year 
Obligations incurred during the year...---.---...-.---.-..-..- 


Expenditures are distributed as follows: 


Out of current authorizations 
Out of prior 


$17, 061, 900 
77, 053, 000 


4 94, 114, 900 
270, 400 309, 000 
17, 061, 900 14, 509, 900 900 
weenie 74, 823, 000 79, 296, 000 
74, 823, 000 65, 815, 000 


13, 481, 000 


___ Ungraded positions: Average salary--..............-.....- 
| 
vel: 
196, 000 178, 000 
4, 052, 000 
6, 000 4, 400 
| 146, 884 134, 957 
| | | 440, 653 
| 357, 287 
14, 707, 000 
| 1, 086, 865 1, 075, 529 
| 9 690, 795 | 9, 197, 909 
} 329, 320 | 294, 420 
1, 7905 1, 800 
37.415 | 43, 700 
| 105,627,071 76, 744, 000 
08 | 
— 99, 382, 300 | 053, 000 
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Mr. Puiturrs. Next, we have ar care, Pages 280 through 


297 will be inserted in the record at 


(The pages are as follows:) 


point. 


Outpatient care (including supporting administrative services) 


Increase (+-) 
Actual, Estimated, | Estimated, or 
Obligations by object = Fad fiscal year fiscal year | decrease (—), 
1954 1955 1955 over 
1954 
Average employment: 

11, 325 10, 481 9, 746 —735 
Med‘lical care and treatment_____._..... 9, 611 8, 829 8, 100 —729 
Supporting administrative services____. 1,714 1, 652 1, 646 —6 

Obligations: 
01 Personal services, total................- $53, 986,047 | $50, 235,364 | $46, 509,345 | —$3, 726,019 
cron administrative services. 6, 169, 815 5, 955, 281 6, 003, 045 +47, 764 
Medical care and treatment__..._.. 47, 816, 232 44, 280, 083 40, 506, 300 —3, 773, 783 
a 612,038); (1, 442,120); (1, 300,000)} (—142, 120) 

02 Travel: 

Employees. 177, 876 196, 000 178, 000 —18, 000 
4, 595, 937 4, 500, 000 4, 052, 000 —448, 000 

03 Transportation of things: 

Shipment of | a 5, 582 6, 000 4, —1, 600 
155, 450 146, 884 134, 957 —11, 927 

04 Communication service..-...-.----.--- 480, 789 451, 918 440, 653 —11, 265 

05 Rents and utilities. .................... 389, 830 366, 420 357, 287 —9, 133 

07 Other contractual services: 

Medical and dental fees. ........... 4, 932, 370 32, 458, 436 14, 707,000 | —17, 751, 436 
865 1, 030, 242 1, 075, 529 45, 

08 ond 741, 275 9, 507, 489 9, 253, 909 —253, 580 

09 Equipment-.-_- atoduin 329, 320 399, 647 204, 420 —105, 227 

13 Refunds, awards, and d indemnities WA TEE 1, 1, 800 1, 800 

15 Taxes and assessments... .........._..- 37, 415 33, 900 43, 700 , 800 

i. Se eee 105, 920, 551 99, 332, 300 , 053, 000 | —22, 279, 300 
Less reimbursements... —293, —270, —309, 000 —38, 600 
Less transfer from general operating expense 
+7, 177, 000 
Plus estimated savings —793, 
‘Total appropriation or estimate... _....... 98, 158, 071 92, 677, 900 76, 744, 000 | —15, 933, 900 
Out-patient care (excluding supporting administrative services) 
Increase (+-) 
Actual, Estimated, | Estimated, or 
Obligations by object fiscal year year fiscal year | decrease (—), 
1953 1955 = over 
Average employment: Field--_._-............-- 9, 611 8, 829 8, 100 —729 
Obligations: 
01 Personal services...............-... $47,816, 232 | $44, 280,083 | $40, 506,300 | —$3, 773, 783 
e Senet auhnghenamecnombantsnitit (1, 612, 038) (1, 442, 120) 1, 300, 000) (—142, 120) 
vel: 
177, 876 196, 000 178, 000 —18, 000 
PE itetcodktencccamscccasdoas 4, 595, 937 4, 500, 000 4, 052, 000 —448, 000 

03 Transportation of things: 

Shipment of bodies_................ 5, 582 6, 000 4, 400 —1, 600 
Other SRA Tee 77, 485 73, 600 63, 500 —10, 100 

07 Other contractual service: 

— and dental fees._.........- 34, 932, 370 32, 458, 436 14, 707,000 | —17, 751, 436 
SS Se ae 1, 047, 885 993, 600 1, 039, 800 +-46, 200 

08 Supplies ‘and 0S EEN 9, 455, 401 9, 238, 781 8, 991, 900 — 246, 831 

303, 573 374, 900 270, 600 — 104, 300 

13 Refunds, awards, indemnities...._. 1, 800 +1, 800 

15 Taxes and assessments. 37,415 33, 900 43, 700 +9, 800 

Grand total obligations................... 98, 451, 551 92, 155, 300 69, 859, 000 | —22, 296, 300 


| | 
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Supporting administrative services to outpatient care 


Actual, Estimated, | Estimated, 
Obligations by object fiscal year fiscal year fiscal year 
1953 1954 1955 


Average employment: Field 1,714 1, 652 1, 646 


Obligations: 
OL Personal services $6, 169, 815 $5, “= $8, 003, 045 

Transportation of things, other 3, 284 

Communication services. 

Rents and utilities 

Contractual services, other___- 

Supplies and mater 


Total 


Supporting administrative services for outpatient care, comparative distribution of 
personal services by function 


Fiscal year 1953 Fiscal year 1954 Fiscal year 1955 


Function 
Amount 


$1, 452, 441 $1, 423, 108 $1, 410, 049 
2, 239, 587 2, 123, 806 3 

309, 901 62 298, 388 

2, 167, 886 2, 109, 979 


Total. 7 6, 169, 815 e 5, 955, 281 


Outpatient care, $76,744,000 


The appropriation request for outpatient care for fiscal year 1955 includes two 
categories. The major category includes the fund requirements for the operation 
of medical and dental clinics at VA facilities and medical and dental care per- 
formed on a fee basis. This major category previously constituted the total 
outpatient care request. 

The other category includes the supporting administrative functions (finance, 
supply, personnel, and administrative) which in prior fiscal years were included 
as combined activities with the comparable regional office functions. The 
amount obligated during fiscal year 1953 and the estimated obligations for 
fiscal year 1954 for this category have been comparatively transferred to reflect 
comparability with the fiscal year 1955 appropriation request. 

Outpatient clinic activities.—Outpatient clinic activities are directed primarily 
to providing essential care through VA clinic and private facilities to veterans 
with service-conected disabilities. The welfare of these beneficiaries is main- 
tained through the medium of furnishing medical and dental services in VA clinics 
through extensive hometown care activities in which the professions at large 
participate on a nationwide scale. These activities reach the veteran with 
war-incurred disabilities in his local community within the continental limits 
of the United States, the Territories, and possessions. 

Services thus provided comprise the following: (1) Treatment of beneficiaries 
on a clinic basis, examinations of claimants for compensation or pension pur- 
poses, physical evaluations to determine the need for hospital care, and clinical 
studies to ascertain the ability of the disabled veteran to undergo training for 
vocational rehabilitation. (2) Dental examination and treatment furnished to 
eligible beneficiaries through VA staff clinics and by participating dentists chosen 
by the veteran from those practitioners in his own community. (3) Mental 
hygiene activities for outpatient care of veterans with psychiatric illness either 
in VA staff facilities or in private contract clinics near the veterans’ place of 


| Increase (-++-) 
or 
decrease (—), 
1955 over 
1954 
-6 
+-$47, 764 
—1, 827 
—11, 265 
—9, 133 
—913 
—6, 699 
—927 
7,469, 000 | 7.17, 000 | 7, 194, 000 +17, 000 
ro 
— man- | “mount 
years | years | years 
Administrative 437 
64 
Supply and utility... 635 
1,646 | 6, 003, 045 
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residence. (4) Social service, including trial visit supervision of neuropsy- 
chiatric patients on authorized leave from VA hosiptals, to assist in adaptation 
to family and community environment as well as to facilitate adjustment by 
making available all community welfare resources. (5) Hometown nursing 
programs afforded on a fee basis to provide essential public health service to the 
veteran during convalescence from protracted illness. (6) Procurement, fitting, 
and repair of orthopedic appliances, sensory aids, and sick-room accessories for 
the amputee, the paraplegic, the blind, and those with permanent disabilities, 
(7) Physical medicine rehabilitation designed to aid the eligible beneficiary in 
restoring, insofar as possible, normal function, impaired through illness or injury. 
(8) Supplying of drugs and medicine as required in the treatment of patients 
with conditions of service origin or aggravation through VA pharmacies or 
through statewide pharmacy plans which permit prescriptions to be filled locally. 

This program, administered through VA regional office clinics, is implemented 
through activities carried out by professional, technical, and clerical personnel. 
Included are the following major staff functions: (1) General medicine and 
surgery, (2) orthopedics, (3) tuberculosis followup care, (4) physical medicine 
rehabilitation, (5) mental hygiene, (6) nursing, (7) social service, (8) radiology, 
(9) clinical laboratory, (10) pharmacy, (11) prosthetics and sensory aids. 

In addition to the above listed major staff functions, this program administers 
the following special activities which provide (1) medical and dental services 
for the more seriously disabled veteran through the media of brace shops, plastic 
eye laboratories, audiology clinics, blind rehabilitation units, and central dental 
laboratories; (2) more efficient and economical distribution of stump socks and 
hearing-aid batteries through the two prosthetic distribution centers located at 
Washington, D. C., and Denver, Colo. 

To assist the VA staff in maintaining outpatient care of a satisfactory profes- 
sional standard, highly competent consultants in the various branches of medicine 
and dentistry are engaged widely in the VA outpatient program. 

Ancillary administrative functions required to meet statutory objectives estab- 
lished by Congress include the reception of patients, determination of legal eligi- 
bility, authorizing of medical and dental examinations and treatments, the 
furnishing of inpatient care in contract facilities when necessary, and the proces- 
sing of vouchers submitted by private physicians, dentists, individuals, and 
organizations assisting the VA to fulfill its assigned mission. Among the more 
important supporting activities are those related to beneficiary travel, ambulance 
service, contract burials, and employee travel by staff physicians, nurses, and 
social workers in order that the seriously handicapped patient may be visited in 
his home community. 

It is by full exploitation of the clinie facilities available through the out- 
patient program that the more costly alternative of hospital treatment is avoided 
and all medical resources are brought to bear to speed the recovery of the veteran 
and to restore his productivity as a member of the community. 

Supporting Administrative Services.—This activity area includes the follow- 
ing functions performed for the outpatient care program: (1) Administrative: 
Assists in determining eligibility for treatment, furnishes telephone switchboard 
coverage, maintains general files, provides tabulating-machine service, mail dis- 
tribution, messenger service, and miscellaneous office services. (2) Finance: 
Prepares payroll and performs related activities, audits, and processes payment 
vouchers for goods and services such as medical supplies, fee basis medical and 
dental care, contract hospitalization, etc.; maintains accounting records and 
prepares financial reports, reimburses beneficiaries for authorized travel ex- 
penses, and perform miscellaneous fiscal services. (3) Personnel: Performs 
functions related to recruitment and placement, position classification, and other 
personnel administration services. (4) Supply and utilities: Negotiates con- 
tracts for goods and services, maintains stock records, and issues medical supplies 
and equipment, provides janitorial and maintenance services. 
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Receipt and processing of dental applications, fiscal years 1953-55 


Number of applications 


Actual, 
fiscal year 
1953 


Estimated 


Fiscal year 
1954 


Fiscal year 
1955 


I. Total 8p lications pending authorization of treatment 
g of fiscal year (sum of lines 1, 4, and 7) 
Il. Authorization of examination: 
pending authorization of examina- 
tion start of fiscal year 
2. Applications received during fiscal year. 
3. Total workload (sum lines 1 and 2) 
(a) Examination authorized 
(6) Ineligible or withdrawn 
(c) Pending authorization of examination, end 
of fiscal year 
III, Completion of examination: 
4, Authorized examination pending completion, 
Start of fiscal year__ 
5. Examination authorized ‘during fiscal year 
(line 3a) 


6. Total workload examination (sum lines 4 and 5)- 


(a) Examination completed. 
(6) Examination canceled___ 
(ce) Pending of examination, end 
of fiscal year 
IV. of treatment: 
7. Examination completed, pending authorization 
of treatment, start of fiscal year 
8. Examination completed during fiscal year (line 


9. Total workload treatment (sum lines 7 and Nee 
(a) Treatment authorize 
(6) Treatment not authorized 
(c) Examination completed pending author- 
ization of treatment, end of fiscal year_.__ 
V. Total applications pending authorization of treatment, 
end of fiscal year (sum lines 3c, 6c, and 9c) - 
VI. Fee money requirements for authorization of dental 
examination: 
10. Gross cases to be authorized (line 5)..........-.- 


(1) Cost per case G 
(2) Total cost... 
VII. Fee ew, requirements for authorization of dental 
treatment: 
13, Gross cases to be authorized (line 9a) 
14, Expected cancellations 
15. Net 


(1) Cost per case 
(2) Total 
VIII. Total fee money requirements for authorization ‘of den- 
tal examinations and treatment: 
16. Total net fee requirements (sum of lines 12 b (2) 
and 15 b (2))..-- 
17. Total funds required for obligation purposes... -_ 
18. Amount included in line 17 to adjust amount of 
completed cases (line 16) to obligation basis_--. 


180, 178 


89, 585 
661, 993 
751, 578 


504, 
118, 783 


51, 141 


46, 450 
419, 431 
465, 881 
331, 407 

7, 638 


126, 836 


$25, 233, 656 
$1, 200, 577 


0210 Travel, employee 


Obligations: 


Actual fiscal year 1953 
Estimated fiscal year 1954 


Estimated fiscal year 1955 


$177, 876 
1 


178, 000 


Expenditures for regional office employee travel are made principally for those 
activities which are related directly to the care and treatment of veterans, i. e.: 
(1) inspection of contract hospitals by staff physicians to assure maintenance of 
a satisfactory standard of medical service; (2) travel of employee attendants 


307, 000 156, 000 
129, 000 38, 000 
455, 000 119, 000 
’ 584, 000 157, 000 
| 372, 000 95, 000 
174, 000 49, 000 
128, 699 38, 000 13, 000 
44, 143 51, 000 51, 000 
504, 096 372, 000 95, 000 
548, 239 423, 000 146, 000 
419, 431 330, 000 129, 000 
77, 667 42, 000 13,000 
| 51, 000 4, 000 
127, 000 67, 000 
330, 000 129, 000 
457, 000 196, 000 
288, 000 166, 000 
102, 000 27,000 
67, 000 3,000 
306, 676 156, 000 20, 000 
504, 096 372, 000 95, 000 
76, 543 37, 000 9, 000 
427, 553 335, 000 86, 000 
(a) Staff vd a 258, 635 207, 000 74, 000 
(b) Fee pstcrbl 168, 918 128, 000 12, 000 
$13. 66 $14, 22 $14. 39 
$2, 307,422 | $1, 820, 000 $173, 000 
331, 407 288, 000 166, 000 
45, 038 32, 000 18, 000 
286, 369 256, 000 148, 000 
61, 745 49, 000 98, 000 
(b) Fee 224) 624 207, 000 50, 000 
$96. 72 $98. 14 $107. 20 
$21, 725, 657 | $20,315,000 | $5, 360, 000 
$22, 135,000 $5, 533, 000 
$23,000,000 | $5, 810, 000 
| $865, 000 $277, 000 
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accompanying the seriously ill patient; (3) the rendering of bedside examina- 
tions and treatment to those veterans whose disabilities are so marked as to 
preclude travel; (4) transfer of key employees between field stations, including 
the Manila regional office, only as required to maintain balanced staffing and 
efficiency of operation ; and (5) the furnishing of guidance and supervision in the 
veteran’s home community through the specialized activities of social service, 
mental hygiene, and community nursing personnel. 

Estimated travel requirements are conservatively stated in terms of proved 
workload increments arising from enactment of Public Law 28 and Public Law 
239, 82d Congress, and similar legislation granting medical benefits to veterans. 


022 Travel, beneficiary 


Obligations : 
Actual fiscal year 1953_........._.-..-.-..--- -- $4, 595, 937 
Estimated fiscal year 1955 = 4, 052, 000 


Funds requested provide for travel of veterans to regional offices, contract 
clinics, and to fee basis specialists in connection with examinations for com- 
pensation or pension, outpatient medical and dental treatment, and physical 
evaluations requested by insurance, vocational rehabilitation, and other services. 
In addition to these travel allowances, established by law, ambulance transporta- 
tion and the reimbursement of nonemployee attendants, charged to this pro- 
gram, are necessary to move the seriously ill patient to Federal and non-Federal 
hospitals. 


03 Transportation 


Shipment of bodies, $4,400.—During the fiscal year 1955 it is estimated that 
$4,400 will be required to pay transportation costs for shipment of the bodies 
of service-connected patients who have died in non-VA (contract) hospitals. 
This estimate is directly related to the estimated number of deaths. 

Other transportation costs, $63,500.—Incidental to the operation of VA out- 
patient clinics are charges for drayage, freight, and express in moving medical 
and dental equipment as well as shipment of prosthetic appliances. It is esti- 
mated that $63,500 will be required for the fiscal year 1955. 


0? + Fee-basis medical and dental examination and treatment, $14,707,000 


Fee-basis medical services: For fiscal year 1955, it is estimated that $8,897,000 
will be required to cover 700,000 individuals visiting (i. e., this means 58,333 
individuals visiting each month for a course of treatment) for medical examina- 
tion or treatment, at an average cost of $12.10 per individual. $8,473,000 repre- 
sents the amount required for fee-basis medical services on an expenditure 
basis; however, te this must be added $424,000 for adjustment to an obligation 
basis making the total requirement $8,897,000. 

Fee-basis dental services: For fiscal year 1955 it is estimated that $5,810,000 
will be required to cover 12,000 completed dental examinations at an average 
cost of $14.39 per examination and 50,000 completed dental treatments at an 
average cost of $107.20 per treatment. $5,533,000 represents the amount re- 
quired for fee-basis dental services on an expenditure basis; however, to this 
must be added $277,000 for adjustment to an obligation basis making the total 
requirement $5,810,000. 


07 Medical and dental 


The estimate for fiscal year 1955 is based upon the following assumptions: 

1. The continuation of the eligibility provisions of Public Law 149, 83d Con- 
gress, which has been interpreted to limit eligibility for outpatient dental care to 
veterans who meet one or more of the following requirements : 

(a) The dental condition or disability must be service-connected and of a 
compensable degree and/or, 

(b) The dental condition or disability must be service-connected, of a non- 
compensable degree, and shown to have existed at time of discharge and/or, 

(c) The dental condition or disability, although not service-connected per 
se, must be medically determined to be aggravating a service-connected 
physical disability or injury. 

2. The continuation of the VA policy concerning eligibility status as expressed 
in VA issue EM 10-48 dated October 1, 1958. This issue, among other provisions, 
provides for (a) one-time completion of necessary dental treatment to veterans 
with service-connected noncompensable disabilities, and (0) recurring treatment 
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to those when their dental condition is determined to be aggravating a disability 
from an associated systemic disorder that is service-connected. 

3. Necessary recurring treatment for service-connected noncompensable dental 
condition or disability resulting from combat wounds or service trauma. 

4, Necessary recurring treatment for service-connected noncompensable dental 
conditions or disabilities for beneficiaries who were prisoners of war. 

5. Dental care to service-connected noncompensable cases to be limited to those 
who apply prior to July 27, 1954, or within 1 year of their separation from the 
Armed Forces, which ever is later, other than the exceptions cited above. 

The fee costs for dental treatment during fiscal year 1955 have been projected 
upward owing to the continuation of renegotiation of fee schedules by the VA 
with the individual dental societies. It is expected that the effect of these re- 
negotiations will result in the raising of the dental fee schedules bringing them 
more into line with dental fees now charged to private patients. Another major 
factor in raising the fiscal year 1955 average dental treatment cost is the pro- 
vision of dental treatment almost exclusively to those veterans requiring the 
more extensive type of dental care. These veterans include Public Law 28 cases 
entitled to one complete treatment episode. In previous years such cases fre- 
quently received partial treatment on a prima-facie basis and were entitled to 
repeated care. This fact of partial treatment had the effect of lowering the 
average case cost. The cost requirements of caring for former prisoners of war, 
many of whom suffered dental conditions due to malnutrition, are expected to 
exceed the averages experienced for past years. In addition, the fact that EM 
10-48 provides for one-time treatment, makes it necessary to discontinue the 
practice of split authorization (i. e. partial treatment during one episode) of 
dental treatment, formerly practiced at some VA stations in order to use the 
limited funds available for the greatest number of veterans. 

The outpatient medical workload in both fiscal years 1954 and 1955 has been 
geared to the amount of funds available in fiscal year 1954 and requested for 
fiscal year 1955. The estimate of individuals visiting for compensation and 
pension purposes is based upon estimates made by VA Claims Service and on the 
basis of actual experience during the first part of fiscal year 1954. The estimate 
of individuals visiting for purposes of hospital and domiciliary care is based 
upon projected bed capacity. 

The outpatient treatment load for service-connected disabilities is based upon 
the amount of staff time and fee-basis funds available in fiscal year 1954 and 
requested in fiscal year 1955. The V. R. and E., workload is based upon current 
workloads geared to the projected number of veterans to be in training under 
Public Law 16, 78th Congress, and Public Law 894, 8ist Congress, as estimated by 
the VA Vocational Rehabilitation and Education Service. The estimate of in- 
surance and other purpose workloads has been made on the basis of current 
experience. 


07% Other contractual services (other), $1,039,800 


This object includes: (1) the cost of maintaining equipment in outpatient 
clinies, (2) laundry and towel service under Government contract, (3) miscel- 
Janeous operating services such as fees to special nurses and nonemployee attend- 
ants, inspection of technical equipment, and ambulance service, (4) repairs to 
prosthetic appliances, (5) miscellaneous contractual services by individuals in- 
cluding contract burials, (6) miscellaneous contractual services by institutions 
and organizations. Between fiscal year 1948 and the end of fiscal year 1952, 
total costs for repairs to prosthetie appliances and sensory aids has risen steadily 
at the average rate of about $112,000 per year, or an average of about 25 percent 
per year. This rapid rise is attributed to the fact that veterans are using their 
appliances for longer periods of time before requiring replacements, which nat- 
urally results in the need for increased repairs as the appliances become older, 
but which is considerably cheaper than replacement at shorter intervals. This 
is evidenced by the decrease in the overall costs for new appliances during the 
same period, although the total number of VA beneficiaries eligible to receive 
appliances was rising steadily. 


08 Supplies and materials, $8,991,900 

The amount of $8,991,900 for supplies and materials for fiscal year 1955 is 
almost entirely for drugs, medicines, dental supplies, and prosthetic appliances. 
It is estimated that the sum of $4,935,000 is required to provide for necessary 
drugs, medicines, and dental supplies for individuals visiting VA clinics for med- 
ical and dental purposes, and also to cover costs of prescriptions filled by retail 
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pharmacies participating in the “hometown” care program. This essential 
supplement to pharmacy services available at VA clinics has been established in 
45 States, Hawaii, and the District of Columbia. 

The estimate for prosthetic appliances amounts to $4,056,900 and will provide 
appliances to approximately 200,000 disabled veterans. As a result of enactment 
of Public Law 791, 8ist Congress, and Public Law 28, 82d Congress, the number 
of ex-service personnel eligible for these benefits has increased substantially. 
A recent decision of the VA Solicitor will add an estimated 4,000 beneficiaries 
in foreign countries not previously considered eligible. The new types of hearing 
aids being developed will cost approximately 40 percent more than aids now in 
use. 

Fund requirements for this program are distributed among the following 
activities : 

(a) Regional office prosthetic and sensory aids units. 
(bd) Regional office, Manila, Philippines. 
(c) Prosthetic distribution centers. 
(d) VA orthopedic shops. 
(e) VA plastic eye and restoration clinics. 
09 Equipment, $270,600 


It is estimated that $270,600 will be required for normal purchase and replace- 
ment of items of equipment for outpatient clinics. Much of the existing equip- 
ment consists of items declared surplus to the needs of the Armed Forces at the 
close of World War II which no longer can be repaired or maintained on an 
economical basis. 

Mr. Puiturrs. There was considerable discussion of outpatient care 
after our hearing last year as to whether we were actually saving 
any money or doing the veteran any particular good by requiring him 
particularly in my State to drive a couple of hundred miles to get 
treatment whereas he has been accustomed in the past to go to his local 
doctor and then have reimbursement to the doctor on a very moderate 
scale by the VA. What is the program policy for next year? 

Mr. Hictry. We have sufficient money for the balance of this year 
to carry on the program properly and it is projected. 

Mr. Putxirs. Why is it not cheaper and better to do as much of this 
as possible in the veteran’s community rather than to require him, as I 
say in my area, to drive 200 miles to get treatment which may take a 
few minutes when he is there? 

Mr. Hietry. We are trying to balance it off so that the proper 
amount will be done in the hometown community. 

Mr. Puiiiires. Many veterans in the area in which I live are com- 
pelled to drive to Long Beach or Sawtelle, either one of which is 100 
miles or pretty close to it. Sawtelle is more than 100 miles and Long 
Beach a little less—and drive back again, sometimes for conditions 
which I think that the good is undone by the drive home. 

Mr. Hietey. You mean that this has been going on for some time? 

Mr. Yes. 

Dr. Boonz. Well, Mr. Chairman, we try, because we have these 
clinics set up by appropriations to have as many people come in as 
possible. But we certainly do not want hardship worked on the 
sere gs I think the consideration first should be patient welfare, 

ut I must say that it is the policy of the Bureau of the Budget that 
we do just as much work as we can in clinics and the other (fee 
basis program) is supportive to this, supplemental, I should say. 

Mr. Puiiures. Where do you save any if you pay the patient’s 
expenses going down and back the hundred-mile trip where you do 
not have to pay him if he is in his hometown. 
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Dr. Boone. That is a point very well taken not only because he has a 
physician but the distance in travel would be taken away from employ- 
ment many times for a long period. But as I say, we are more or less 
operating on a directive to utilize clinics to the maximum extent. But 
we are trying not to work a yay on the patient. 

Mr. Hiciey. We think we have it balanced out so that we are taking 
care of the patient logically in his hometown if that is the thing to do. 

Mr. Putiuirs. Who is entitled to this reimbursement of travel 
expense for such a call at the clinic, only service-connected veterans? 

Mir. Hiciey. Yes. 

Mr. Not non-service-connected. 

Dr. Boone. Also the GI under training. 

Mr. Scuoen. Public law 28. 

Mr. Hietey. It is not our intention to work a hardship on any 
veteran. 

Mr. Kruecer. Does a veteran have the right to demand or ask to see 
his own physician when he has to travel long distances—200 miles or 
400 miles—as in my State? If I live in a litle community and I havea 
doctor and am qualified to receive treatment in a veterans’ hospital 
but I have a doctor close at home, for my treatment there, will the 
veterans’ hospital pay my doctor for that treatment ? 

Mr. Hicuey. A service-connected man, he must have a service- 
connected disability, but then he is entitled to have that local care if 
it is working undue hardship on him to go to a clinic provided that 
locally whatever has to be done can be done there which undoubtedly 
is the case generally. 

ny Krurcer. It has to be approved by the Veterans’ Administra- 
tion 

Mr. Hictey. Yes, sir; there is a control on that to see that that is 
pro ty done. 

r. Krurcer. How about a veteran, nonservice connected? 

Mr. Hietry. He cannot get that. 

Dr. Boonz. Except one category, Spanish-American War veterans; 
they can get it, service or nonservice. 

Mr. Krurcer. They are so few. 
Dr. Boone. 77,000. 


OUTPATIENT DENTAL PROGRAM 


Mr. Puruuies. The only thing remaining about which I might in- 
uire is the situation in the dental work clinics and the authorizations 
that have been issued, and so forth. Who will speak to that? 

Dr. Boonr. The Administrator has a presentation. 

Mr. Hicetey. In the dental work, you may recall last fall we were 
running at the rate of 250,000 cases backlog. I do think that that 
program as it was set up was leading us into a situation where we 
were going to be responsible for the dental conditions of these quali- 
fied men over an unlimited period of time. Our check showed that we 
were doing at that time 40 percent second and third treatments, rework, 
repeat. After considering it very thoroughly, we decided that we 
were giving justifiable and reasonable care as prescribed by Congress 
to these men who were coming out of the service primarily with cer- 
tain dental conditions needing care. We were giving them this rea- 
sonable care if we restored their dental condition to normal, what- 
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ever was wrong, but that we would not, from then on, be required to 
give them additional treatment. It is assumed, of course, that they 
were given proper care to begin with. If the work was not properly 
done, it would have to be taken care of. We made an exception of the 
prisoners of war because we did not know just what their dental con- 
dition might be. 

Since that time, we have made a further change which takes care 
of certain traumatic conditions, service-connection—that is, other than 
natural deterioration—but refers back to a wound or some accident 
that gave them a condition other than natural deterioration of their 
teeth. So by doing that we, of course, have not set up a chance to save 
considerable money also next year because of providing, however, that 
we retain what you gentlemen put in the bill a year ago, which does 
not give any presumption of service-connection. It is his connection 
when he comes out of service. And the further provision that he must 
apply for relief of this condition within 1 year after discharge. That 
does not mean that he would get his work done if there happened to 
be a backlog, but if he applies, says he wants it, then he is in line to 
get it. We are assuming that that will be retained. The net result is 
we are going to have, we would not have this 40 percent repeat work 
and the dentists who are required to do a lot of this other work of 
checking these people that came in and all that will now be on produc- 
tive work and we think we can take care of the load as we foresee 
it for the amount of money now required. 

The ve major change is that we have eliminated repeat care 
of the teeth.. 

Mr. Kruecer. You said a while ago, provided the work was done 
properly to start with. Who is going to be the judge in that case 
whether the work has been completed properly to begin with? 

Mr. Hietry. I think that the standards that normally pertain 
to dental care would be applied, that a man comes in and says he 
thinks the work was poorly done. I believe any competent dentist 
could judge whether it is the fault of the work or whether it was some 
other new condition. We are talking about the one thing that was 
fixed ; we will say, one tooth. I particularly meant when I said the 
faulty tooth—faulty work—supposing that a dentist took care of a 
tooth that had an ulcer or something that did not show up, he did not 
detect that. That would show up in due course of time and that per- 
son’s case would have to be rehandled properly. 

Mr. Krueger. I thought it would be up to the patient to say. 

Mr. Hiatey. He is entitled to have a fair appraisal whether he 
was right about his contention that it was not done properly. 


MAINTENANCE AND OPERATION OF Depots 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 

priation or estimate _..............-..-----.-- me. $1, 800, 000 $1, 654, 000 

Reimbursements from other accounts.-.............-..--..----|------------.- 50, 000 75, 000 

1, 850, 000 1, 729, 000 
Comparative transfer from ‘“Administiation, medical, hos- 

pital, and domiciliary services, Veterans’ Administration”..| $2, 150, 536 |..............|.--...--...... 

2, 150, 536 1, 850, 000 1, 729, 000 
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Obligations by activities 


Description 


1953 actual 


1954 estimate 


1955 estimate 


Direct Obligations 


Obligations Payable Out of Reimbursements From Other Accounts 
Operation of supply depots. . . 


$2, 150, 536 


$1, 800, 000 


50, 000 


$1, 654, 000 


75, 000 


Total obligations 


Obligations by objects 


Object classification 


1953 actual 


1954 estimate 


1955 estimate 


Summary of Personal Services 
Total number of permanent positions 


Average number of all employees._..................-..--_._- 481 398 395 
Average salaries and grades: 
General schedule grades: 
$3, 913 $3, 958 $3, 962 
Crafts, protective, and custodial grades: 
Average salary $3, 368 $3, 385 $3, : 
Ungraded positions: Average salary__........_....._____- $3, 505 $3, 554 $3, 554 
Personal service obligations: 
$i, 204 $1, 475, 483 $1, 451, 400 
Regular pay in excess of 52-week base_........___________- 6, 715 , 617 5, 500 
Payment above basic rates 


9, 400 


12, 500 


Total personal service obligations.............___._____- 1 


, 785, 045 


1, 490, 500 


Total direct obligations 


04 Communication services...................-............- 10, 299 
06 Rents and utility services.........................__..... 72, 668 
07 Other contractual services. 35, 817 
08 Supplies and materials...._...._....._........_._- 18, 216 
13 Refunds, awards, ‘and indemnities 240 
15 Taxes and assessments 


Obligations Payable Out of Reimbursements From Other Accounts 


01 Personal services 


Communication 
Rents and utility services. 
Supplies and materials 


Total obligations payable out of reimbursements from 
other accounts 


Analysis of expenditures 


1955 estimate 


Ustienidated obligations, start of year 
Obligations incurred during the year 


$40, 000 
1, 729, 000 


Adjastment in obligations of prior years 
Reimbursements 


1, 769, 000 


2, 400 
75, 000 
35, 000 


1, 656, 600 


Expenditures are distributed as follows: 
Out of current authorizations 
Out of prior authorizations 


1, 621, 600 
35, 000 


| 
EE 2, 150, 536 | 1, 850, 000 1, 729, 000 ‘ 
1, 469, 400 
1, 458, 500 1, 422, 900 
18, 200 4, 400 
29, 000 4, 500 
10, 000 10, 200 
75, 700 74, 000 
| 28, 600 37, 900 
160, 000 82, 100 
15, 000 11, 300 
100 
5, 000 6, 600 
2, 150, 536 1, 800, 000 1, 654, 000 
32, 000 46, 500 
04 1, 000 1, 750 
05 |-------------- 15, 000 22, 630 
08 Joneen-=a--e--- 2, 000 4, 120 
Total obligations..................-.....-.....--.----...| 2, 150, 536 1, $80, 000 | 1, 729, 000 
1953 actual | 1954 estimate | 
Unliquidated obligations, end of 40, 000 
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Mr. Puiurs. We come now to maintenance and operation of 
supply depots, pages 299 through 304, will be inserted in the record 
at this point. 

(The pages are as follows:) 


Maintenance and operation of supply depots, $1,654,000 

These are for the salaries, travel, and other costs incurred in operation of the 
VA supply depot system which distributes supplies and equipment to VA installa- 
tions. This system consists of 3 depots located at Hines, Ill., Somerville, N. J., 
and Wilmington, Calif. 

The functions of the depots are to receive, inspect, warehouse, mark, pack, and 
ship supplies and equipment to meet replenishment and replacement require- 
ments of VA field stations. The service and reclamation portion of this program 
is now under the supply fund for fiscal years 1954 and 1955. 

Included in the funds requested is the requirements for services furnished 
GSA for emergency procurement service at Somerville, N. J., for which reim- 
bursement will be effected. 


Obligations by objects 


Estimated, | Estimated Ch or de 
stima ated, oF 
fiscal year | fiscal year | crease (—), 


1954 1955 1955 over 
1954 
Average employment, field._........-..-.-..--- 476 394 391 —3 
OBLIGATIONS 
01 Personal services... ............-.--..----.- $1, 785, 045 $1, 490, 500 $1, 469, 400 —$21, 100 
OTHER OBJECTS 
02 Travel, employee. -..............--..-.---- 11, 914 18, 200 4, 400 —13, 800 
03 Transportation of things--- me 33, 619 29, 000 4. 500 —24, 500 
04 Communication services --. 10, 299 11, 000 11, 950 +950 
05 Rents and utilities..._____. 72, 668 90, 700 96, 630 +5. 930 
07 Other contractual services 35, 817 28, 600 37, 900 +9, 300 
08 Supplies and materials__................__. 184, 216 162, 000 86, 220 —75, 780 
09 pecpenens i<<hcidake 11. 038 15, 000 11, 300 —3, 700 
13 Employee suggestion a 100 +100 
15 Taxes and assessments--_.-......-.........- 5, 680 5, 000 6, 600 +1. 600 
ER icie cepubecienducotmsecess 2, 150, 536 1, 850, 000 1, 729, 000 —121, 000 
Less reimbursements... 50, 000 75, 000 —25, 000 
Net total obligations. .................... 1 2, 150, 536 1, 800, 000 1, 654, 000 —146, 000 


1 Includes an average employment of 86 and a total of $514,199 for service and reclamation now under the 
supply fund for fiscal years 1954 and 1955. 


The supply depot system is one of the principal means of insuring economy 
and ready availability of supplies and equipment. Excluding items issued direct 
to beneficiaries, fuels, and perishables, approximately one-half of VA field station 
requirements can be centrally procured and distributed through the depot system 
more economically and efficiently than by any other means. 

The VA supply depot distribution program consists of four organization 
segments as follows: 

1. Depot administration.—This program includes the cost of management, a 
personnel program, a health program, communications service, records manage- 
ment and budget, fiscal and cost accounting. The requirements of this program 
are expected to remain fairly constant and are considered the present minimum 
necessary for management and service activities of the depot system. 

2. Storage operations.—This program includes the cost of personnel, supplies 
and equipment necessary in the receipt, inspection, warehousing, packing, and 
shipment of supplies and equipment to using stations of the VA. Line items 
requisitioned by VA field stations will steadily increase through fiscal year 
1954 and fiscal year 1955 as a result of the increased number of beds in operation. 
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The number of personnel requested for this program for fiscal year 1955 is the 
lowest since the postwar expansion of the VA and represents a figure which com- 
pares most favorably with similar operations in other Government agencies and 
private industry. 

3. Stock control——This program includes personnel for the maintenance of 
stock accounts, editing of requisitions, documentation of all stock transactions, 
machine accounting, and determination of requirements and procurement by the 
depots of selected items for depot distribution to using field stations, for internal 
depot use and to eliminate back orders. Some expansion of requirement and 
procurement activities are anticipated for fiscal year 1955 without any increase 
to personnel. However, any considerable expansion will require additional per- 
sonnel above the present estimate. Other activities of the program are expected 
to remain fairly constant with an increase in activity due to the greater number 
of hospital beds to be supplied. These increases will be absorbed without addi- 
tional personnel. 

4. Depot engineering.—This program includes ali housekeeping and utility costs 
for the operation of the supply depot and the maintenance and repair of equip- 
ment used by the depots including automotive and materials handling equipment. 
The increase reflected for this program is for personnel and other costs of emer- 
gency procurement service at Somerville, N.. J., being furnished GSA for which 
reimbursement will be received. 

Service and reclamation.—All salary and operational costs incidental to this 
program will be furnished from the supply fund. However, capitalized equipment 
or credit memorandum receipt property will be furnished from appropriated funds. 

Actual and estimated average employment by program is as follows: 


Increase (+) 
Actual, Estimated, Estimated, or 
Program fiscal year fiscal year fiscal year | decrease (—), 
1953 1954 1955 1955 over 
1954 

Depot administration. 39 39 
Stock control operations....._................-- 77 78 77 —1 


02 Travel, employee.—An amount of $4,400 is required for depot officials to 
visit selected field stations to assist in resolving problems relative to the depot 
service and personnel to visit central office for orientation courses and offering 
assistance in operational planning. 

03 Transportation of things.—The cost of transportation included in this pro- 
gram covers the freight, express or other transportation costs incurred on items 
of supply shipped on which the depot is required to pay transportation and items 
purchased for use by the depot which must be procured f. o. b. point of origin. 
Previous to fiscal year 1954 funds for the movement of supplies between depots 
were included under this object. However, for fiscal years 1954 and 1955, this 
cost will be borne by the supply fund. 

04 Communication services.—The estimate of $11,950 for communications serv- 
ices in fiscal year 1955 is to cover the cost of telephone, telegraph, and teletype 
service and the rental of postal meters. Funds requested are in line with those 
experienced over past years. 

05 Rents and utilities —Included under this object are funds for the rental of 
electric accounting machines used in stock-control operations and the cost of 
utility services such as electricity. Rental of electric accounting machines has 
increased due to the necessity of having the machines operate over longer periods 
of time than had previously been experienced. The system of accounting now in 
effect causes the machines to operate beyond the ordinary work day. This amount 
is more than offset by time saved in the more accurate and efficient processing 
of all transactions. Utilities estimates for fiscal years 1954 and 1955 include 
$14,340 and $22,630, respectively, to cover emergency procurement service needs 
at Somerville, N. J. ‘ 
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The following table reflects obligations by type: 


Increase (+) 
Actual, Estimated, | Estimated, or 
Type fiscal year fiscal year fiscal year | decrease(—), 
I 1954 1955 1955 over 
1954 

Electric accounting machine $49, 552 $51, 700 $51, 250 — $450 
23, 116 38, 900 45, 380 +6, 4°0 
Total obligations.........-.....-- ere. 72, 668 90, 700 96, 630 +5, 930 


07. 


Yontractual services—Funds are requested under this object for con- 


tractual repairs to furniture and equipment and for ADT automatic alarm 
service. Requirements for these purposes are expected to remain fairly con- 
stant. Twenty-five thousand dollars is indicated in fiscal years 1954 and 1955 
for reimbursement to the supply fund of services and materials furnished by 
the Service and Reclamation Division. The Service and Reclamation Division 
of the depot furnishes all crating services to the depot and, in addition, will 


participate in annual wall-to-wall inventories. 


Increase (+) 
Actual, Estimated, | Estimated, or 

Type fiscal year fiscal year fiscal year | decrease (—), 

1953 1954 1955 1955 over 

1954 
Repairs to furniture and equipment__-_____..-_- $5, 587 $1, 280 $5, 840 +-$4, 560 
Maintenance, operation, and repair of buildings. 3, 525 1, 320 3. +2, 500 
Miscellaneous administration and operation 

3, 273 1,000 +2, 240 

Reimbursement to supply fund. 25, 000 
eee 12, 385 28, 600 37, 900 +9, 300 


08 Supplies and materials.—A slight increase is reflected under this object for 
fiscal year 1955 over fiscal year i598 primarily as a result of a low fuel expendi- 
ture in fiscal year 1958. This was occasioned by the warm winter experienced at 
the Somerville Depot, which is not considered normal. Office and operating sup- 
plies are expected to remain constant with the exception of slight increases in 
price being expected on items required. Also included under this object are funds 
required for the purchase of eight fork-lift-truck batteries, at a cost of approxi- 
mately $1,000 each. Batteries in some machines have already passed normal life 
expectancy and the progressive replacement program initiated in fiscal year 1953 
will extend on through fiscal year 1956. 

09 Equipment.—The materials-handling equipment in use at the Hines and 
Wilmington Supply Depots was acquired in 1946 and 1947, most of it from surplus 
sources and being in used condition when received. This equipment is beginning 
to wear out and maintenance costs have been quite high. Fiscal year 1953 saw 
the replacement of some of the equipment. It will be necessary to replace 3 fork- 
lift trucks in fiscal year 1954 and 2 in fiscal year 1955. The balance of the re- 
quirement under this object is for the normal replacement of operating 
equipment. 


Turspay, Fresrvuary 9, 1954. 


Mr. Puiuips. If the committee will come to order we will continue 
the ere the Veterans’ Administration budget request for fiscal 
1955. At the close of the hearing yesterday afternoon, Mr. Jonas was 
about to begin his questioning. 

Prior to that I will ask Mr. Krueger: Did you want to submit now 
your report on hospitals that we asked you to visit during the 
summer 


1847 


REPORT ON VA HOSPITALS AT MINOT AND FARGO, N. D. 


Mr. Krurcer. Yes, Mr. Chairman. I have two reports, one on the 
Minot Veterans Hospital at Minot, N. Dak., and one on the Fargo Vet- 
erans Hospital Facility at Fargo, N. Dak. I would like to insert those 
in the record at this point and discuss them with the committee and 
with the Veterans’ Administration very briefly. Here are the copies 
of the reports, Mr. Chairman. 

Mr. Puiuurrs. They will be authorized for insertion in the record 
at this time. 

(The reports referred to are as foilows:) 


Report oF INSPECTION OF THE MINOT, N. DAK., VeTeERANS Hospirat Dr. 
W. Hipsiey, MANAGER, ON OCTOBER 23, 1953 


By Congressman Otto Krueger 


This unit was activated in June 1950, and has never been used to the full 
capacity of 148 beds. At present, the Veterans’ Administration’s appropriation 
is based on a basis of 65 beds, but actual operation is fixed at a maximum of 89 
beds. 

Dr. Hipsley’s latest figures on the patient load give 62.65 percent of capacity 
for the first quarter of 1953, and 76.8: for the second quarter, the highest since 
the hospital was activated. 

Figures for the last two quarters of 1953 were not available at the time of my 
visit, but Dr. Hipsley anticipated a considerable increase during the last quarter 
of 1953, and the first quarter of 1954. This is due to the tendency of the largely 
agricultural population to seek hospitalization and treatment during the colder 
months when fieldwork cannot be practiced. Past history of the hospital bears 
this out. 

On the date of my visit there, 70 patients were listed. Of this group, 67 
patients were non-service-connected, and 3 were being treated for service-con- 
nected disabilities, According to Dr. Hipsley, there has never been a service- 
connected waiting list. He predicted that during the winter months, some of 
the non-service-connected applications might have a waiting period. 

Dental services available were used in connection with treatment of medical 
oven and for examination. There was no waiting list in this connection at 

inot. 

To the layman, the physical plant appeared very good. It is well maintained, 
and the equipment seems excellent. Two floors of the hospital are not in use. 
One was designated as a neuropsychiatric section, but has never been used as 
such. Poor planning and design on this floor made it necessary to do some 
remodeling of a few rooms so that they might be used for detention rooms 
pending transfer of patients to properly qualified institutions, 

The hospital is operating with three doctors, with the Administrator, Dr. 
Hipsley, filling the position of Chief of Surgery; Chief of Professional Services, 
in addition to his other duties. Other medical help is seriously needed. 

The nursing staff situation at Minot is good. Two nursing schools in the city 
provide a supply of trained personnel. 

The question of making the hospital more attractive to medical personnel was 
taken up at some length. Hipsley pointed out that the housing situation was 
bad in Minot, and that the newcomer had a difficult time in locating living quar- 
ters. Two apartments on the grounds were designed for nurses quarters, but 
he said that he would use them for doctors when they were available for new 
tenants. He did not like to disturb the nurses housing situation, but felt that 
some attractions must be provided for the medical staff. He also recommended 
that salary inducements for doctors be improved, as the VA scale was lower 
than any qualified graduate could make in private practice, or affiliation with 
a private clinic. 

I was impressed by Dr. Hipsley’s administrative ability, and his devotion to 
the task at Minot. He was filling three positions on the staff, and apparently 
doing it well. There was no doubt as to who was in charge, and his reasonable 
baron toward the various problems with patients and personnel was very 
effective. 
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The caseload at Minot has shown a steady increase. It would seem that this 
should be considered in view of future appropriations, and that attention should 
be given to the housing of medical staff—not only at Minot, but also at various 
other locations. Location of this facility at some distance from medical schools 
and research centers means that doctors are not too interested in such posts. 
The availability of medical personnel has been a much discussed point, and any- 
thing that might expand the personnel is to be desired. 


Report oF INSPECTION OF THE Farco, N. Dak., Vererans’ HospiraL Faci.ity, 
Mr. Harry R. Poot, MANAGER, ON NOVEMBER 12, 1953 


(By Congressman Otto Krueger) 


Designed and enlarged in 1947 to provide 400 hospital beds, the Fargo facility 
is operating with a patient census that ranges between 95 and 105. As of De- 
cember 15, there were 102 patients, with 57 on the hospital waiting list; 589 
veterans were waiting outpatient dental care. 

The hospital has 6 physicians and surgeons on the staff; 2 of them engaged 
in administrative work; 3 dentists, 39 nurses, and 182 other employees. Per 
diem cost of patient treatment for November was $32.79. 

With 2 additional doctors, the number of patients cared for could be increased 
from the present level to approximately 150. 

Hospital officials estimate that the number of beds needed to provide service 
to the veterans in the area could be limited to 232. This takes into considera- 
tion the other facilities in nearby cities and States. This number of beds is 
available in the new addition to the hospital completed in 1947. The manager 
has recommended that the number be reduced from 400 to 232 beds. This has 
been favorably received by the Veterans’ Administration. 

This limitation on the number of beds will make available sufficient space in 
the old building to accommodate the regional offices of the Veterans’ Administra- 
tion center. At present, the Government is paying an annual rental of $41,000 
for this purpose in a downtown building. The removal of the center offices and 
staff to the unused space at the hospital would make for greater all-around effi- 
ciency, according to Mr. Pool. Estimates for remodeling of the unused hospital 
space for office use run around $35,000. Detailed plans have been submitted to 
the VA. The idea has general approval, and seems to be a sound move from 
the economy standpoint. 

The usual situation in regard to medical personnel prevails at Fargo. It is 
probably as acute at this point as any other. Lack of quarters is one of the 
major objections“on the part of qualified doctors who find it difficult to secure 
suitable housing. It has been a factor in the resignation or transfer of several 
staff members. This point should be considered when medical staff problems are 
presented. No permanent quarters have ever been provided. 

Salary scale is another factor against adequate medical staffing of the facility. 
On this point, I would like to quote Jack Williams, American Legion adjutant for 
North Dakota. He has spent practically a lifetime in veteran’s work and the 
hospital problem has been one of his activities. Mr. Williams says: 

“Younger doctors in North Dakota are not especially interested in the Fargo 
Hospital for the very obvious reason that they can earn substantially more money 
by affiliation with one of the established medical clinics in North Dakota, or by 
entering private practice on a solo basis. Under existing rates, a young doctor 
who has completed his internship may enter the Veterans’ Administration in 
junior grade at a beginning salary of $5,500 per year. If he had 2 years of 
experience in practice, the doctor would be eligible for appointment in associate 
grade at a salary of $5,940 per year. There are higher grades with entrance 
base pay of $7,040, $8,360, $9,600, and $10,800, eligibility for which, of course, is 
based upon longer experience and better qualifications. However, young physi- 
cians in the lower grades rarely, if ever, have certified specialties, and if they 
are to enter Veterans’ Administration service, it would be at the $5,500 or $5,940 
per annum level. Moreover, I am convinced that whatever the qualifications of 
the physician might be, he can earn substantially more money in private practice 
in North Dakota than he can in Veterans’ Administration service.” 

Another problem developing in veteran’s care is the ever-increasing group of 
World War I veterans, many suffering from disabilities incident to age and 
declining physical condition. These veterans are now around 60 years old. In 
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many cases, there is a permanent condition. In instances such as this, one doctor 
could care for several patients were some separate facility provided. This type 
of treatment, or care, might relieve the pressure on the regularly established 
hospital facilities. 

Mr. Puiures. Do you want to make any further statement about 
them at this time? 

Mr. Krurcer. I would like to discuss them briefly. 

The Minot Hospital has a capacity of 148 beds and is operated at a 
meximum of 89 beds. The average is between 65 and 89, it varies, as 
your chart indicates. In the wintertime it gets pretty crowded in 
comparison to the summer months because the farmers have time to 
go to the hospital. Fieldwork is not being conducted very much in 
winter and farmers take time off to go to the hospital then in the win- 
tertime if they can put off treatment. 

Mr. Puiuirs. Are we running hospitals or are we running resorts? 

Mr. Krurcrer. Mr. Chairman, there are a lot of us who, if we can 
postpone our treatment for a week or two, or a month, or two, do it 
ourselves, and farmers do that too. 

Mr. Pures. What do you mean by some of us? All of us. 

Mr. Krureer. I know I do it. 

Dr. Hipsley, in charge of the Minot Hospital, is doing a very 
good job. They have difficulty in maintaining their staff and the 
reason is housing. If the Veterans’ Administration would build 2 or 
3 doctors’ residences around this hospital they think this problem 
would be solved. The housing situation is quite difficult in Minot, the 
climate is pretty rugged there at times, since it is pretty far north, and 
the housing situation being what it is, the doctors do not care to stay 
there. The manager of this hospital said that if he could have 2 or 3 
residences for doctors he would be able to keep them there. 

Mr. Putiures. Was this at Minot ? 

Mr. Krurcer. Yes. That is all I have to say about Minot. 

Mr. Putts. What was the percentage of the beds activated and 
percentage of activated hele filled while you were there, Mr. 

rueger ? 

ee Bapibitien This unit was activated in June 1950, and has never 
been used to its full capacity of 148 beds. At present the Veterans’ 
Administration’s appropriation is based on 65 beds, but actual opera- 
tion is fixed at a maximum of 89 beds. 

Dr. ian latest figures on the patient load gives 62.65 percent 
of capacity for the first quarter of 1953, and 76.86 percent for the 
second quarter, the highest since the hospital was activated. 

Mr. Thank you. 

Mr. Krvrcer. In Fargo, designed and enlarged in 1947 to provide 
400 hospital beds, the facility is operating with a patient census that 
ranges between 95 and 105. As of December 15, there were 102 pa- 
tients, with 57 on the hospital waiting list. Five hundred and eighty- 
nine veterans were waiting outpatient dental care. 

The hospital has 6 physicians and surgeons on the staff, 2 of them 
engaged in administrative work; 3 dentists, 39 nurses, and 182 other 
employees. The per diem cost of patient treatment for November 
was $32.79. I think that is probably one of the hospitals that helps 
raise your average per diem cost per patient. ' 

With 2 additional doctors, the number of patients cared for could be 
increased from the present level to approximately 150 patients. 
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Hospital officials estimate that the number of beds needed to pro- 
vide service to the veterans in the area could be limited to 232 beds. 
This takes into consideration the other facilities in nearby cities and 
States. This number of beds is available in the new addition to the 
hospital completed in 1947. The manager has recommended that the 
number be reduced from 400 to 232 beds. This has been favorably 
received by the Veterans’ Administration, as I understand it. 

This limitation on the number of beds will make available sufficient 
space in the old building to accommodate the regional offices of the 

eterans’ Administration center. At present, the Government is pay- 
ing an annual rental of $41,000 for this purpose in a downtown build- 
ing. The removal of the center offices and staff to the unused space at 
the hospital would make for greater all around efficiency, according 
to Mr. Pool. Estimates for remodeling of the unused hospital space 
for office use run around $35,000. Detailed plans have been submitted 
to the Veterans’ Administration. The idea has general approval and 
seems to be a sound move from the economy standpoint. 

The usual situation in regard to medical personnel prevails at 
Fargo. It is probably as acute at this point as at any other. Lack 
of quarters is one of the major objections on the part of qualified 
doctors who find it difficult to secure suitable housing. It has been a 
factor in the resignation or transfer of several staff members. This 

oint should be considered when medical staff problems are presented. 
No permanent quarters have ever been provided. 

At Fargo it was also thought by the administrator there and others 
that if you would have 2 or 3 residences for doctors they would be 
able to keep them. 

Mr. Jonas. How big a city is Fargo populationwise? 

Mr. Krvurcer. About 38,000 or 40,000. 

— J aan Where is the hospital located with respect to the center 
ot town 

Mr. Krvuecer. The town has built up pretty close to the veterans’ 
hospital now, but we used to consider it 5 miles out of town a few 
years ago. 

Mr. Hictry. Is there good transportation ? 

Mr. Kruecer. Transportation is all right. 

Admiral Boone. Is there a busline in operation? 

Mr. Krvecer. Yes. 

Mr. Hietry. You say the Veterans’ Administration looks with 
favor on moving the offices out there ? 

Mr. Krvecrr. That is correct. I understand it has been submitted 
to your office and they have reports that it has been favorably received. 

Mr. Hictry. It certainly would be. 

Mr. Krurecer. It is a 400-bed hospital and it has never been occupied 
beyond about 110. I took a contractor out there to look at it and he 
thought perhaps $35,000 would remodel the unused hospital space so 
that it would be suitable for office use. 

Mr. Hictry. For use as a regional office ? 

Mr. Krvurcer. Yes, and then move the regional office there. We 
are now paying about $41,000 a year rent, or a little over that, for the 
downtown offices and since this would only cost 1 year’s rental or less 
it would be economically advisable to move the center there, and that, 
perhaps, would reduce your per capita cost. 
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We further talked about the building of doctors’ residences there. 
By saving $41,000 a year after they have moved there, we could well 
afford to spend some money for doctors’ residences there and over 
a period of perhaps 5 or 6 years it would not cost the Government 
a thing. 

Mr. Hictey. This same thing is true at many hospitals where we 
should have better quarters to take care of the personnel. At some 
places they are in pretty bad shape, and I imagine Fargo is one of 
them. 

Mr. Kruecer. I was there November 12, and on that day they lost 
one physician. 

Mr. Hietry. How big is Minot? 

Mr. Kruercer. Minot is about 28,000 or 30,000. The chamber of 
commerce stretches it a bit. 

Mr. Hietey. It seems to me there has been a tendency to prefer not 
to build any of these quarters. We have a great deal of trouble on 
that point. It is not looked upon with much favor and still you have 
run into a situation that has a aarites 

Mr. Kruecer. In Fargo they have several units of these prefabri- 
cated houses, and they show them to the doctors and the doctors say, 
“Nothing doing. We will not live there.” 

Admiral Boonr. We have had conversations with Mr. Pool. He is 
one of the best managers we have had and he manages both the regional 
office and the hospital and he has made many pleas for the conversion 
of buildings into quarters. We believe in it very thoroughly. 

Mr. Krvurcer. I am happy to report I met Mr. Pool and I see a great 
difference between his administration and that of his predecessor. The 
conditions have improved. 

Admiral Boonr. That is the reason the change was made. 

Mr. Jonas. What did you do with the man he succeeded ? 

Admiral Boonz. We called him back and he retired himself. The 
place needed a change at the time. 

Mr. Krvurcer. I urge the committee to look into this matter and take 

rompt action. I think there is a chance to save some money and 
improve facilities for everybody concerned, 

Mr. Puiuuies. Thank you, Mr. Krueger. Mr. Higley, do you have 
any comments to make? 

r. Hiatey. No; we covered it pretty well as we went along. 

Mr. Puiturrs. Do you agree with Mr. Krueger that there is a possi- 
bility there that may both improve service and save money ¢ 

Mr. Hietey. Yes, sir. 

Mr. Putiutrs. It was evident yesterday that there are many places 
in your budget where money may still be saved. We are running a 
tight budget this year nationally, and it is not only desirable from your 
standpoint but from the national standpoint to save all we possibly can. 

Mr. Hietey. May I make one observation, Mr. Chairman ? 

Mr. Yes. 

Mr. Hieiry. You will note we took a rather large cut; that we 
not know exactly where we were going to accomplish the cut. All 
factors are being studied to make all savings we can. There is another 
move under consideration at Boise. We want to move into quarters 
where we can get by with fewer people and save rents. Our budget 
does not reflect a saving in rent, but we want to save it for the overall 
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budget. That may come up in connection with your hearing on 
veterans’ benefits because it is in that category. 

Mr. Krurcer. I would like to call attention to the fact that the 
ne per diem cost per patient is $32.79 in Fargo, which is terrifi- 
cally high. 

Mr. Prius. Very high. 

Mr. Krurcer. It is because there is a hospital there with 400 beds 
and only approximately 95 beds occupied. 

Mr. Puiturrs. Could some of that space be utilized for other 
categories of patients ? 

Mr. Kruecer. We were talking a year ago about putting in a TB 
ward there, but I understand it is not suitable for a TB ward. 

Admiral Boone. You could not get the staff there. 


NEED FOR CONSTRUCTION OF VA HOSPITAL AT CINCINNATI HOSPITAL 


Mr. Prouies. First, we have a request from Dr. Boone that 
certain additional correspondence dealing with the Cincinnati Hos- 
pital be included at the point in the record where we had the discussion 
yesterday about the Cincinnati Hospital and where I made inquiry 
on the basis of a letter I had received from the National Medical 
Veterans Society. If there is no objection, that will be satisfactory. 

Admiral Boonr. May I make reference to the correspondence? 

Mr. Briefly. 

Admiral Boonr. The letter came from Dr. Hunter from Washing- 
ton, who is not related to Cincinnati. Cincinnati is a part. of this 
attack on the program. Dr. Hunter had a very vicious article attack- 
ing the VA program in a local medical publication, to which I replied. 
I am pleased to say that the editor of the Medical Annals of the 
District of Columbia has said that in view of my statement refuting 
Dr. Hunter’s article they will publish my letter in full. 

Mr. Anprews. What do the doctors want you to do with the 
hospitals? 

Admiral Boonr. They want us to put them into private use instead 
of Veterans’ Administration use. 

Mr. Prixuirs. That is a statement of Dr. Boone’s. I am com- 
pelled to say there has been no evidence to that effect presented to 
this subcommittee. What they have talked to me about has been 
the best utilization of the hospitals. No recommendation was made 
that they be turned into private hospitals but that more facilities 
be used for NP patients instead of G. M. and S. patients. Last year, 
which was the first time I met these young men, their interest was 
the admission to VA hospitals of non-service-connected veterans who 
had no entitlement to hospitalization. It is a pretty broad state- 
ment to make that they want to use them. 

Admiral Boons. Dr. Podesta, of the Veteran Physicians’ Society 
of Cincinnati, wanted me to come and debate our not using the 
hospital in Cincinnati as a Veterans’ Administration hospital but 
Coming it over right now to private usage. The approach now is to 
use it for NP patients, but that is the second approach. The corre- 


spondence will show that. 
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( Nore.—The correspondence referred to may be found on p. 1854.) 

Mr. Anprews. Did you not testify yesterday the building could not 
be used for NP patients? 

Admiral Boone. It does not lend itself at all to that. 

Mr. Anprews. Has any doctor suggested that the Veterans’ Admin- 
istration turn over the hospital in Cincinnati to a group of doctors 
and let them operate it? 

Admiral Boont. That is right. The Veterans’ Administration has 
been disturbed by the publicity demanding that the Veterans’ Admin- 
istration never open it as a VA hospital. 

Mr. Anprews. Did they offer to pay you rent for the hospital? 

Admiral Boonr. No. They wanted to debate their requirements 
in the community, which it was not within my province to do as a 
Federal official. 

Mr. Jonas. Why did they say it should not be used as a Veterans’ 
Administration hospital? 

Admiral Boon. They said they were short of beds and wanted 
it for private use. 

Mr. Jonas. That does not sound reasonable. 

Admiral Boonr. There is a newspaperman, a James Ratliff of the 
Cincinnati Enquirer, who has had article after article in that paper. 
The Administrator has even had the representative of that paper in 
Washington in to confer with him in regard to the attack. I know 
the Administrator can confirm what I have said. 

Mr. Jonas. Do they contend it is not needed as a Veterans’ Admin- 
istration hospital ? 

Mr. Hietry. They believe there will be more beds than necessary. 

Admiral Boonr. And in addition they want it for their own use. 

Mr. Puttures. They contend there are many vacant beds 50 miles 
away and vacant beds in Cincinnati. Dr. Boone, you made another 
statement I think is not in accordance with the testimony before the 
committee. You said these doctors wanted to take this hospital over 
and operate it themselves and pay you no rent. 

Admiral Boone. I said they did not offer any rent. 

Mr. Puuatrs. Did the negotiations reach the point you would 
discuss rent ? 

Admiral Boonr. We did not discuss it at all. I refused to go and 
debate a community matter as my letter to Dr. Podesta discloses. 

Mr. Putuurrs. Then the implication that they wanted to get it for 
nothing is unjustified. 

Admiral Boonr. No, sir. I said nothing about any terms of acqui- 
sition. I said they did not propose a rental. 

Mr. Puiturs. You did not get to the point of discussing whether 
they would pay rent or not. 

Admiral Boone. No, sir. I did not want to debate the health needs 
of the community with them. Congress has decreed that it be a Vet- 
erans’ Administration hospital. 

Mr. Pups. I think the implication that they wanted it without 
rent is unjustified. 
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(The correspondence referred to above is as follows :) 


NatronaL Mepicat VETERANS SOcIETY, 
Toledo, Ohio, February 4, 1954. 


The Honorable JoHN PHILLIPs, 
United States House of Representatives, 
Washington, D. C. 

DeEAR CONGRESSMAN PHILLIPS: From our previous conversations I know that 
you would be interested in having some information relative to the problem that 
has arisen in Cincinnati. 

The Physician-Veterans Society of Greater Cincinnati has recently pointed out 
the gross inequity which is being perpetrated on the community by the new 
veterans hospital which is being completed in Cincinnati. Thie new 500-bed 
hospital is being planned for general medical and surgical patients which I am 
sure you know are almost entirely patients with non-service-connected disabilities. 

This hospital is being built while there is a vacancy of 400 general medical 
and surgical beds in Dayton, Ohio, some 50 miles distant. Three hundred of 
these beds have been closed because of inadequate nursing and laboratory per- 
sonnel. Of 90 beds in this hospital, there is no waiting list. 

However, at the same time there are 322 veterans with neuropsychiatric 
disease (many service-connected) who are now being cared for at Longview 
Mental Hospital, a State institution. These men are practically all entitled to 
care in veterans hospitals. Some have been waiting for more than 6 years to 
enter a VA hospital. During the past 6 years, only 52 of some 502 veterans 
admitted to that hospital have been transferred to VA hospitals. 

Longview Hospital itself is overly crowded, housing 3,500 patients and having 
a nominal bed capacity of 1,789 patients. With this extensive overloading, 
the hospital at the present time has only 22 registered nurses. 

This inequity and complete disregard for the service-connected cases is not 
limited to Cincinnati, as you certainly know. We are attempting to accumu- 
late information of this character for any good end to which you might use it. 

If you care to confirm this information I am sure that you can do so by 
writing to Dr. Robert S. Green, chairman of the veterans affairs committee 
of the local chapter of the National Medical Veterans Society, Carew Tower, 
Cincinnati, Ohio. You may also confirm this information by writing to Mr. 
James Ratliff, vice president of the Cincinnati Enquirer. 

If there is any further assistance or information that I can give to you, 
please do not hesitate to call me. My telephone number is at the top of the 

ge. 

Yours sincerely, 
Oscar B. Hunter, Jr., M. D., 
Chairman, Veterans Affairs Committee. 


VETERAN Puysicrans’ Society oF GREATER CINCINNATI, 


December 21, 1958. 
Vice Adm. Jorn T. Boonr, M. D., 
Chief Medical Director, 
Veterans’ Administration, Washington, D. C. 

Dear ApMIRAL Boone: Cincinnati is an area of acute community hospital-bed 
shortage. The Veteran Physicians’ Society of Greater Cincinnati is sponsoring, 
as a civic duty, an open forum to study the effect of Veterans’ Administration 
hospital expansion on the health of this community. 

We recognize that you, as Chief Medical Director of the Veterans’ Adminis- 
tration, are in a position of authority in this field. We are taking this oppor- 
tunity to invite you or your representative to present your views before this 
committee. 

Respectfully yours, 
Executive CoMMITTEE, 
Veteran Physicians’ Society of Greater Cincinnati. 


Please reply to Dr. Joseph Podesta, Secretary, Doctors Building, Cincin- 
nati 2, Ohio. 
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January 7, 1954. 
Dr. JosepH PopeEsta, 
Secretary, Veteran Physicians’ Society of Greater Cincinnati, 
Cincinnati, Ohio. 

Dear Mr. Podesta: Upon my return to the office yesterday following a field 
trip, I found an unsigned invitation to attend an open forum sponsored by the 
Veteran Physicians’ Society of Greater Cincinnati, to discuss the effect of the 
new Veterans’ Administration hospital in your city on the health needs of the 
Cincinnati community. Receipt of this letter was acknowledged to you in my 
absence. 

I am sure you realize that the Veterans’ Administration hospital program is 
not planned solely to serve the needs of an individual community but rather to 
serve veterans who are legally entitled to such care and require hospitalization 
regardless of their place of residence. 

Frankly, in my opinion, it would be highly improper for me, as an official of 
the Federal Government, to take part in any discussion of the health needs of 
any particular community. 

Our hospital in Cincinnati is now approaching completion and is a part of 
the national veterans’ hospital program which is being carried out in accordance 
with congressional dictum as expressed by law, and, therefore, I do not believe 
it proper for me to depart from such an announced program by discussing local 
requirements. 

The hospital in your city was approved for construction in 1947. During the 
intervening years while still in the planning stage, as well as under construc- 
tion, we have had no indication from local sources that there was not a definite 
need for it. Rather, when the size of the hospital was reduced by Presidential 
order in 1949, citizens of Cincinnati appeared before congressional committees 
to protest this cutback, claiming a larger hospital was required. 

Now that the hospital is practically complete and about ready for activation, 
it is surprising that any organization would seek to have its use diverted from 
the original intent of the Congress. In view of these considerations I feel that 
I must decline your invitation. 

Since the Cincinnati papers were informed of this forum and of my being 
invited to attend, they should also know of my refusal, and for this reason I am 
forwarding them copies of this letter. 

I trust that you will not think this letter is written in any spirit of antagonism 
but will understand that my decision is based on my interpretation of my duty 
as a public servant. 

Sincerely, 
J. T. Boone, 
Vice Admiral (Medical Corps), United States Navy, Retired, Chief 
Medical Director. 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C., January 11, 1954. 
Dr. WALLACE M. YATER, 
Editor, Medical Annals of the District of Columbia, 
Washington 6, D. C. 


Dear Dr. YaTer: On pages 674 and 675 of your December issue, there appears 
an article under the title, ““Non-service-Connected Disabilities and the VA,” writ- 
ten by Dr. Oscar B. Hunter, Jr., chairman, veterans affairs committee, National 
Medical Veterans Society. 

Dr. Hunter’s basic position is that the medical care provided veterans by the 
people of the United States is something new. He takes the position that under 
the honorable robe of gratitude of thankful people, socializers are attempting to 
delude those who served in the Armed Forces with this new concept. 

There is nohing new in the medical and hospital program the people provide 
for their veterans. It has existed since World War I. 

The veterans medical program exists by authority of Public Law No. 2, enacted 
by the 73d Congress, and various amendments and Executive orders, dating back 
to 1933. There has been no new development changing the medical program for 
veterans since that date. An attempt to present this as a new program and to 
passage all memory of the past, can only serve to delude the public and to con- 

se issues. 
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Dr. Hunter points with fear and trepidation to the fact that the impact of 
World War II has caused an increase in the number of beds operated by the 
Veterans’ Administration from 81,000 to 120,000. (This figure is incorrect, it is 
nearer 114,000.) He fails to point out that in the same period the number of 
veterans increased from approximately 4 million to approximately 20 million. 
In other words, the veteran population has increased approximately five times, 
while the number of beds has increased by little more than one-half. 

More than one-half the total number of beds are devoted to the care of neuro- 
psychiatric patients, a group which the Nation is totally unprepared to care for 
through State, community, or private facilities. Were it not for the Veterans’ 
Administration, they would be roaming the streets. 

Dr. Hunter points with anguish to the 20 million veterans in civil life, fore- 
seeing the need for an ever-expanding Veterans’ Administration hospital program 
to care for them. 

There has never been a proposal that the Veterans’ Administration should 
provide beds to care for all veterans. There are about enough beds in operation 
to care for not more than one-half of 1 percent of the veteran population at any 
given time; and not more than 2% percent of the veteran population is cared for 
in Veterans’ Administration hospitals in any given calendar year. 

In pointing out the socializers who will bring about the catastrophe he foresees, 
Dr. Hunter identifies them as the service organizations, a group which he says are 
“controlled by a handful of service officers who in many instances are employed 
by the Veterans’ Administration and act as the only tax-supported lobby in the 
country.” 

The Veterans’ Administration employees come under the civil-service rules 
and regulations. The Hatch Act specifically prohibits any such persons from 
participating in politics and makes such participation punishable by dismissal. 
If Dr. Hunter knows of any personnel who are violating this law, he, as a citizen, 
has an obligation to make this known so that such law violators will not be 
continued as a “tax-supported lobby.” 

Dr. Hunter charges, “Actually the veteran is not entitled to free hospitalization 
in the Veterans’ Administration program unless he has a service-connected 
disability, but by law, where existing facilities are available, certain priority is 
given for hospitalization for non-service-connected disabilities.” 

Frankly, I don’t know what he is talking about when he says a priority is 
ziven for non-service-connected disabilities if by priority he means that they come 
first. They do not and never have, As for entitlement, no veteran is entitled 
to any consideration, except as it is given by law. The service-connected veteran 
and the non-service-connected veteran are each entitled to hospitalization and 
other benefits as they are established by law and there is no other entitlement. 

When the doctor says that the veteran has been frequently told that he need not 
be concerned as to the statement as to his inability to pay, he completely ignores 
the form which the veteran must sign when applying for hospitalization. There 
is plainly printed on the form the following: “Warnitnec.—If you knowingly make 
a false statement of any material fact in or in connection with this application, 
you are subject to possible forfeiture of veterans’ benefits, and prosecution in 
a United States court.” This clearly puts the veteran on record as knowing the 
importance of the statement he signs. 

Dr. Hunter says that veterans are “pushed by service officers of service organi- 
zations to accept Veterans’ Administration hospital care when many of them if 
left alone would prefer to stay at home.” 

Dr. Hunter completely ignores the fact that more than 25 percent of the gen- 
eral medical and surgical patients treated in Veterans’ Administration hospitals 
are referred to the Veterans’ Administration by private physicians and hospitals 
after their funds are exhausted. If the Veterans’ Administration didn’t take care 
of them, who would? 

Dr. Hunter says that all communities “have felt the depletion of their trained 
personnel. Doctors, nurses, technicians have flocked to the Veterans’ Adminis- 
tration hospitals for better salaries, leaving community hospitals * * *” 

The highest that any doctor can receive in the Veterans’ Administration, except 
for several statutorily provided, is $12,800 a year. The most recent figures T 
have seen on salaries for doctors generally appeared in Medical Beonomics. It 
was stated there that the average income of the general practitioner in private 
practice was something more than $14,000, while specialists averaged slightly 
more than $17,000. In view of this, it is a little difficult to see why they would 
flock to the Veterans’ Administration if they are interested in making money. 
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As for the nurses, Veterans’ Administration salaries compare favorably with 
those generally paid in the United States. In a few areas the Veterans’ Adminis- 
tration salaries are lower than those paid locally. In other areas they are higher. 
It must be borne in mind that Veterans’ Administration nurses do not enjoy 
the fringe benefits which are provided hospital nurses in private institutions and 
which tend to more than equalize pay schedules. : 

As for technicians, the Veterans’ Administration is probably the biggest train- 
ing ground for technicians in the country and does more than its share to provide 
workers in this category for others. 

Rather than being attracted by money, the Veterans’ Administration believes 
that doctors are attracted by the progressive spirit which permeates its hospitals 
and clinics, and which is constantly fostered by the country’s leading medical 
and dental colleges that have joined forces with the Veterans’ Administration 
and share the privilege of meeting the medical needs of our veterans. This close 
cooperation between the Nation’s foremost universities and medical schools and 
the Veterans’ Administration is evidence of the fine medical achievements that 
can be brought about by government and private medicine working together. It 
is one of the proudest accomplishments of today’s medicine. 

In my opinion, this unity of interest clearly points away from socialism and 
toward better medicine for all mankind. 

In view of the fact that the Medical Annals of the District of Columbia saw 
fit to publish Dr. Hunter’s article, it is requested that this letter be published in 
the Annals so that its readers can be factually informed. I know you, as editor 
and being a very high-minded person, would wish to make the facts available to 
them. 

Very sincerely, 
J. T. Boone, 
Vice Admiral (Medical Corps), United States Navy, Retired, 
Chief Medical Director. 


Non-SERVICE-CONNECTED DISABILITIES AND THE VA 


Although the first battle against socialized medicine was won, other battles 
are yet to be fought. 

Under a new guise, the socializers have now covered themselves with the vet- 
erans’ cloak to hide their purposes. Clothed in an honorable robe and receptive 
of the gratitude of a thankful people, they hope to delude the men who served 
in the Armed Forces into a completely free governmental medical-care program 
as their just deserts. 

This new development has seen the AMA, the National Medical Veterans’ 
Society, and all organized medicine take up the crusade to halt the destruction 
of unencumbered medical care and to prevent the establishment of a double 
standard among our citizens. 

At the close of World War II the Veterans’ Administration had 81,000 beds. 
Today 120,000 beds are available and a construction goal of 131,000 is envisioned. 
This has been the result largely of small selfish pressure groups, the most vocif- 
erous of which have been the service organizations. These organizations, which 
are composed of many high-minded men, are, nevertheless, controlled by a handful 
of service officers who in many instances are employed by the Veterans’ Admin- 
istration and act as the only tax-supported lobby in the country. 

If Congress should continue to listen to this group, hospital beds will continue 
to be constructed and the 20 million veterans in civil life today will be encouraged 
to seek their medical care from VA establishments. With each year 1 million 
new veterans return to their homes, and the age of these men gradually 
approaches the period of increasing illness. 

The cost of $600 million yearly can only mushroom, with the result that the 
taxpayer must pay not only for his own medical care but for his veteran neighbor 
next door, who in most instances is well able to afford it. 

Actually, the veteran is not entitled to free hospitalization in the VA program 
unless he has a service-connected disability, but by law, where existing facilities 
are available, certain priority is given for hospitalization for non-service-con- 
nected disabilities. In allowing this type of admission, the veteran must sign 
a statement, which is commonly referred to as the P-10 form. In this state- 
ment he must state whether or not he is financially able to pay for hospital 
expenses. It is this particular statement that has been glossed over in the past. 


1858 


The veteran has been frequently told that he need not be concerned with this 
statement; that it is his just right to have free hospitalization and medical care. 

A recent directive from the VA requests actual figures on the veteran’s income 
and total assets. These figures may be used in the future as information for 
prosecution for fraudulent statements of the veteran having signed this form. 
The veteran himself is not usually to blame. Many go to veterans’ hospitals 
under some duress. They are pusked by service officers of service organizations 
to accept VA hospital care when many of them, if left alone, would prefer to 
stay at home. 

The doctor who sees a veteran as a patient should educate himself about these 
requirements in order that he might advise his patient wisely on this problem. 
He should instruct the veteran patient about the liability to prosecution for 
falsifying his financial statement about ability to pay. He should emphasize 
the moral obligation to himself and his family for the future of medicine in 
general and the country as a whole. If this is not done, medical care in VA 
hospitals will continue to expand and community hospitals will deteriorate. 

All communities have felt the depletion of their trained personnel. Doctors, 
nurses, technicians, have flocked to the VA hospitals for better salaries, leaving 
the community hospitals understaffed and gasping for help. Those remaining 
have clamored for equal pay and as a result the private patient has suffered 
from ever-rising hospital costs. 

The highly competitive VA training programs with high pay scales have 
attracted residents from community hospitals, again leaving many hospitals 
without help. 

How long can this continue? It will continue until either the community 
hospitals collapse or the parasite is removed. The great majority of veterans 
realize this and dislike the double standard of medical care. They would prefer 
their families to receive the same efficient medical care but they prefer it all 
to be in their local community hospitals where the waste is minimized and where 
they are near their friends and relatives. 

It remains for the doctors to see to it that these facts are explained to 
their veteran patients. Most veterans who ask for VA medical care do not 
understand the problem. Most have been told by a “friend” that they had 
a — to it. Doctors know—and should be able to explain these facts. 

you 


Oscar B. Hunter, Jr., M. D., 
Chairman, Veteran Affairs Committee, 
National Medical Veterans Society. 


Mepicat ANNALS OF THE DistrRIcT oF COLUMBIA, 
Washington 6, D. C., January 29, 1954. 
Vice Adm. J. T. Boone, MC, USN (Retired), 
Chief Medical Director, Veterans’ Administration, 
Washington 25, D. C. 

Dear ApMIRAL Boone: Our editor, Dr. Yater, decided, rather than publish your 
letter of January 11 under “Correspondence,” to publish it as an editorial, thus 
giving the same prominence to your views that we did to Dr. Hunter’s in the 
December issue. I am enclosing galley proofs of your article in order that you 
may see how it is set up and also to give you an opportunity to make any correc- 
tions. 

Your editorial is scheduled to appear in the February Annals. 

Sincerely yours, 
A. 


Ecxsura, 
Assistant Hditor. 


Fesrvary 5, 1954. 


Miss A. Loutse Ecxrure, 
Assistant Editor, 
Medical Annals of the District of Columbia, 
Washington 6, D. C. 


Dear Miss Ecxsura: Your letter of January 29, 1954, and the galley proofs 
of my January 11, 1954, letter to Dr. Yater were brought to my attention imme- 
diately following my return this week from an extended trip out of the city. 

The proofs are returned herewith without correction, for you have done a 
splendid job of reproducing my original letter. 
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Please convey to Dr. Yater my sincere gratitude for his eminently fair-play 
decision to give my letter the same editorial prominence accorded Dr. Hunter's 
article. The determination of your publication to publish all the available facts 
is most commendable. 
Sincerely, 
J. T. Boone, 
Vice Admiral (MC) USN (Retired), Chief Medical Director. 


Fresruary 9, 1954. 


Hon. E. Hess, 
House of Representatives, Washington 25, D. C. 
Dear Mr. Hess: As per our conversation of a few minutes ago in regard to 
the Veterans’ Administration hospital, Cincinnati, Ohio, and my request that 
you permit me to provide a copy of a letter I wrote you in reply to one you 
wrote me for comment on a letter you received from Dr. Robert 8S. Green, Cin- 
cinnati, I am enclosing herewith other correspondence to which I referred on 
the telephone and which you said you would like to have copies. 
Sincerely yours, 
J. T. Boone, 
Vice Admiral (MC) USN (Retired), Chief Medical Director. 


Fepsrvary 9, 1954. 


Hon. JoHN PHILLIPs, 
House of Representatives, Washington 25, D.C, 

Dear Mr. Putirpes: Since my return to the office this afternoon I have 
conferred with Congressman William KE. Hess of the Second District of Ohio 
to ascertain his permission to provide your committee with a copy of a letter 
in reply to a letter that he wrote me with an enclosure which he asked me to 
keep confidential and return to him. I have not retained a copy of the original 
letter that he had received from Dr. Robert S. Green. 

This all relates to the new Cincinnati Veterans’ Administration hospital. Tn 
view of the letter that you received from Dr. Oscar B. Hunter, Washington, D. C., 
which you inserted in the record during the Veterans’ Administration hearings, 
the relationship of the letter from Dr. Green to Congressman Hess and Dr. 
Hunter’s letter to you is obvious. Dr. Hunter is not related, as far as I know, to 
the community of Cincinnati but is a practicing physician of the District of 
Columbia and is chairman, veterans affairs committee, National Medical Veterans 
Society. 

Congressman Hess having granted permission for me to provide you a copy 
of my letter to him, I hasten to send it forthwith that you may have it for con- 
sideration for insertion in the record. The Dr. Hunter letter, the letter I am 
attaching herewith of my reply to Congress Hess relative to the letter he received 
from Dr. Green, and the letters that you authorized me to insert in the Record 
today in regard to Dr. Hunter’s attack on the medical program and my reply 
to an article published by him in the Medical Annals of the District of Columbia 
all have a relationship one to another. 

Very sincerely yours, 
J. T. Boons, 
Vice Admiral (MC) USN (Retired), Chief Medical Director. 


Fresruaky 5, 1054. 


Personal and confidential. 


Hon. E. Hess 
House of Representatives, 

Washington, D. C. 
Dear Mr. Hess: I have read the letter of January 30, 1954, from Dr. Robert 
S. Green addressed to you, wherein he urges that the new Veterans’ Admin- 
istration hospital in Cincinnati be used as a neuropsychiatric hospital for veterans. 
It appears to me that his proposals which formerly were for the transfer of 
the general medical and surgical veterans’ hospital at Cincinnati to private op- 
eration and use and its complete abandonment by the Veterans’ Administration, 
are taking a new slant. He is now arguing with just as unsound reasoning as 
for his previous proposition, that it should be converted to a neuropsychiatric 
hospital for veterans though administered by the Veterans’ Administration. 
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I will not dwell on those sections of his letter which deal with his statements 
regarding community resources but will confine my remarks to his proposal that 
the new Veterans’ Administration hospital be used as a neuropsychiatric hospital, 
assuming from what he has stated, that he is thinking of a hospital predominately 
for the care of long term mental patients. 

As you know, in our plans for the Cincinnati hospital we have provided 78 beds 
for the treatment of psychotic patients in the acute stage, and 74 beds for non- 
psychotic neuropsychiatric patients with disabilities of a neurological and psy- 
choneurotic nature, leaving some 336 beds for the care of general medical and 
surgical cases. All 3 types of beds mentioned require structural features and 
clinical facilities of special design and layout suited only for utilization in the 
efficient treatment of the 1 specific classification of the 3 major groups for which 
that section of the hospital is designed. The general medical and surgical sec- 
tion is thus not adaptable for conversion for treatment of long-term neuropsy- 
chiatric patients without expensive reconstruction necessitating the expenditure 
of additional funds in the hundred thousands that could be more economically 
applied to an entirely new building or hospital. 

There are no veterans with service-connected neuropsychiatric conditions on 
the waiting lists at Chillicothe or Lexington. There are 10 veterans who are 
hospitalized in contract hospitals—State, county, ete—in the Cincinnati area 
for service-connected neuropsychiatric disabilities. Some 453 veterans with 
non-service-connected neuropsychiatric illnesses are awaiting admission at Chil- 
licothe, Ohio, and 248 are in a similar situation at Lexington, Ky., many of 
whom are already hospitalized in State hospitals as citizens of their respective 
States. An average of 619 veterans are admitted to the Chillicothe hospital 
during a 12-month period and 986 admissions are made to the Lexington hospital 
during a like period. 

While Cincinnati is considered to be a psychiatric center it may be of interest 
to you to know that we have been unable to secure a full-time psychiatrist for 
the regional office at Cincinnati for assignment to either the neuropsychiatric 
examining unit or the mental hygiene clinic. This situation has obtained for 
several years. Also in our conferences with physicians in Cincinnati interested 
in the psychiatric field, incident to plans for staffing the 78 psychotic beds and 
the 74 nonpsychotic neuropsychiatric beds constructed in the new general medical 
and surgical Veterans’ Administration hospital there, we have been informed that 
while there is reason to believe these 152 neuropsychiatric beds can be staffed 
with an adequate number of psychiatrists, this is the maximum limit for which we 
can expect to draw staff from that area. We have every reason to believe we 
can staff the 336 general medical and surgical beds without greatly aggravating 
the medical personnel shortages in the Cincinnati area. 

I am returning Dr. Green’s letter to you as you requested and hope my com- 
ments may be helpful to you. 

Sincerely, 
J. T. Boone, 
Vice Admiral (MC), U. 8. Navy (Retired), Chief Medical Director. 


[Article in Cincinnati Times-Star, December 4, 1953] 
PRIVATE CoNTROL Over VA HosprraL URGED 


DOCTORS SAY CHANGE WOULD QUADRUPLE TOTAL OF POTENTIAL PATIENTS 


The $8 million veterans’ hospital scheduled to open here in June could handle 
nearly 4 times as many patients a year as a private hospital than it could if 
operated by the Veterans’ Administration as now planned. 

That contention was made Friday by the Veterans Physicians Society of 
Greater Cincinnati, an organization of physicians who have served in the Armed 
Forces. 

The society said that if the hospital is retained as a VA installation, however, 
it should be used exclusively for treatment of tubercular and psychiatric patients. 

Under private control the hospital would care for 20,000 persons a year as a 
general medical center while under VA control it could be expected to care for 
only about 4,000 full-time practice [sic] according to Dr. Robert S. Green, 
national affairs chairman of the society. 

The organization has invited an expression of public opinion on its stand and 
plans an open forum later to discuss the question with representatives of the 
Cincinnati Academy of Medicine and various veterans groups. 
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The society will appoint a committee to assist in obtaining feeling in the mat- 
ter it decided at its annual meeting Thursday night at the Cincinnati Club. 

Meanwhile the group asked that letters on the subject be sent to Dr. Joseph 
J. Podesta, Doctors Building, secretary. 

Dr. Green declared the physicians’ organization believes that the pressure 
groups in Washington who favor the VA hospital do not represent the thinking 
of the average American voters. 

The groups are successfully forcing upon the American people, and particularly 
the American veteran, an “impossible type of socialized medicine that is ex- 
orbitantly expensive, and the war-disabled veteran, who deserves the best, is 
getting the least,” he said. 

Medical care for all Cincinnati will be seriously affected if the hospital is per- 
mitted to open as planned, Dr. Green charged. 

The physician asserted that the VA cannot possibly care for the total veteran 
population as of today, adding that there are 20 million veterans and only about 
8,000 VA physicians, including administrators, Consultants, part-time physicians, 
residents and interns. 

Actually, he said, there are only about 4,000 full-time practicing physicians 
or about one physician for each 5,000 veterans. 

He also claimed that the veteran population is increasing at the rate of 1 mil- 
lion a year and that hundreds of veterans treated for non-service-connected ail- 
ments in VA hospitals had annual incomes of from $4,000 to $50,000 and that 
25 of these had assets of between $20,000 and $500,000. This information, he 
said, was contained in a report of Comptroller General Lindsay Warren. 

Asserting that under the present system the best that could ever be ex- 
pected from a VA hospital would be a type of care equal to city hospital indigent 
care in prettier surroundings. ‘Indigent general medical and surgical patients 
in the Cincinnati General Hospital receive better care than veterans in VA 
hospitals” whether the hospital is in Dayton or elsewhere, Dr. Green added. 

Commenting on a report that the VA hospital would have 500 beds for treat- 
ment of psychiatric and tuberculosis patients, Dr. Charles Sebastian, retiring 
president of the society, said members would be willing to go along with that 
plan. 

Informed of the physicians’ stand, Roland Jensen, assistant to the national 
adjutant, Disabled American Veterans, said that his organization had taken a 
positive and definite stand that the hospital should be opened and operated 
for veterans. He added, however, that he knew there was a definite need here 
for a psychiatric and tuberculosis hospital. 


{Article in Cincinnati Times-Star, December 11, 1953] 
VA DOCTOR RESIGNS SOCIETY POST 


DR. STERNE “DISAGREES” ON HOSPITAL 


Because he disagreed with the aim of the Veterans Physicians Society to 
wrest control of the new $8 million VA hospital from the Veterans’ Adminis- 
tration and operate it privately, Dr. Eugene Sterne, Jr., chief of the VA’s pro- 
fessional services here, has resigned as the society's president. 

Dr. Sterne’s action came after he answered criticism concerning VA medical 
practices made by Dr. Robert S. Green, chairman of the the society’s com- 
mittee driving for private operation of the hospital scheduled to open next June. 

“There was no unpleasantness between me and the society, or with Dr. Green. 
It was a simple maneuver to get me ‘off the spot’ since I did not agree with the 
society policy concerning operation of the VA hospital.” 

Dr. Sterne added that “I took office of the society December 3 and sub- 
mitted my resignation December 8. It was not accepted. Instead, the society 
gave me a leave of absence for a year as president-elect and I remain a mem- 
ber and part of the executive committee. Dr. Joseph Podesta is president, 
meanwhile.” 

Dr. Sterne issued a statement in answer to critcism of four members of major 
service organizations who had charged Dr. Sterne “stood idly by while VA 
medicine was attacked by Dr. Green.” 

“That is false,” said Dr. Sterne. “Indeed, I took those service organization 
members to task for not investigating my status with the society before they 
criticized me.” 
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Meantime, undeterred by opposition of the veterans’ groups and the national 
VA office, Washington, the society is going ahead with plans for a public hearing 
on VA hospital operation to “put the problem in the public lap,” Dr. Green said. 

Formation of a public committee is under way, with three members already 
named, Dr. Green said. A statement of the physicians’ stand will be made public 
next week, he added. 

Pending this statement of policy and the hearing before a ‘citizens’ commit- 
tee,” Dr. Green said he would reject an invitation by William J. Kelly Post, 
American Legion, to take part in a panel discussion of the VA hospital sit- 
uation. 

Of the comment Thursday by four members of major veteran organizations 
that Dr. Green and other doctors “are part of the VA-medical program,” and as 
such are partly responsible if VA medicine is inferior, Dr. Green replied : 

“First the public should know what a VA-participating physician’s status is. 
In 1947 most doctors here received letters from VA asking, ‘if VA sent veterans 
to you for treatment would you accept them? Naturally a physician would 
accept VA or any patients, but I don’t think I’ve seen more than one veteran sent 
by VA in 5 years.” 

Dr. Green promised that full statement of the society’s stand would be given 
soon, “and I think the public then will understand what our points are and find, 
too, that our arguments stack up very well with the VA and service group argu- 
ments.” 

“In my opening remarks on assuming the chair,” Dr. Sterne said, “I pointed 
out Dr. Green had made a great many statements which I did not propose to 
challenge at that time, as I felt that this properly belongs to order of business at 
another meeting. 

“I explained that the veterans’ care program was based on a 30-year acceptance 
by the Congress, of the principles of non-service-connected hospitalization. I 
urged the society not to consider the problem hastily or from a selfish point of 
view. * 

“Finally, I stated that veterans received excellent medical care in Veterans’ 
Administration hospitals and that while it is easy to talk about equality among 
all citizens, I felt it would be better to concern themselves about raising the 
quality of medical care for nonveterans before attempting to destroy an already 
existing system available to the veterans.” 


[Excerpt from Cincinnati Enquirer, Cincinnati, Ohio, January 6, 1954, James Ratliff] 


THe Row Over THE NEW VETERANS’ HOSPITAL 


Socialized medicine could arrive in America without even the formality of a 
fight in Congress. Some of the factors tending to bring it about are evident 
here in Cincinnati. 

When Dr. Robert 8S. Green, of the Veteran Physicians Society, suggested that 
the new veterans’ hospital on Vine Street might better serve the veteran as a 
private hospital it aroused the expected storm of dismay from “professional” 
veterans. (A “professional” veteran is a veteran employed by veterans to oper- 
ate veterans’ organizations.) Perhaps in their eagerness to help the veteran 
these protestors may not realize that they just might be accidentally working 
against the veterans’ best interests. The subject is at least worth a little calm 
sudy and quite a bit less noise. If the study warrants noise, there’s plenty of 
time for making that later. 

About eight months ago I sat down to discuss this whole issue with three 
highly capable Cincinnati physicians. (Who do not, I can personally guarantee, 
charge exorbitant fees, refuse to call on patients after 5:30 p. m., or do any of 
those things that all doctors are supposed to do whenever you are mad at one 
doctor.) None of these doctors was named Green. I have never met nor 
talked with that gentleman. 

These three physicians were alarmed—and their alarm was not directed at 
fear of socialized medicine, loss of medical business, or attacks on their income 
returns by the Internal Revenue Bureau. They were simply alarmed about the 
medical welfare of their community. 

They pointed out that there was a serious shortage of hospital beds in Cin- 
cinnati—a city where the United States Government was building another of its 
veterans’ hospitals which don’t result so much from planning as from a desire 
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of veterans’ groups and Congressmen to show how much on the ball they are. 

These three doctors noted that this new hospital would not only be restricted 
to veterans, for whose service-connected disabilities there already is ample bed 
space in the United States, but it would drain off employees from the already 
sadly depleted staffs of every hosiptal in the city. This means nurses, orderlies, 
attendants, etc., rather than doctors, enough of whom could be found to staff 
the hospital. 

Out of the meeting came the suggestion that the new VA hospital be used as 
an experiment in halting the trend to Government-operated hospitals in America, 
which, because of the mounting millions ©. veterans, threatens to sovialize 
hospital care through what started out to be » program to treat wounded or ill 
veterans. It was suggested that veterans would be given first preference for 
admittance to the new hospital but that private patients would be admitted also. 

Most important of all, the new hospital would be run privately and not by 
Government bureaucracy. Since hospitals are not run for profit—they are lucky 
to pay their bills without profit—this cannot be called a free enterprise “grab” 
by our budding clique of Socialist-minded citizens. Veterans’ bills at the hos- 
pital would merely be paid by check from the Government. Since this would 
eliminate whole platoons of Government bureaucrats now running the VA hos- 
pital services it is easy to see where the first loud squawk would come from. 

The doctors suggested that veterans themselves, and veterans’ organizations 
like the Legion, VF W, DAV, ete., would beat down such squawks in a hurry if 
it could be proved that care would be improved under this setup. After all, 
these organizations exist primarily for the benefit of the veteran. 

Thinking that the proposition at least warranted fair study, I called up Vivian 
D. Corbly, national adjutant of the Disabled American Veterans, about 5 weeks 
ago. I explained to him all of the suggestions and asked if he would give them 
his consideration and call me back. He was polite and interested enough to 
promise due consideration. To date he has not replied. 

In the meantime, Dr. Green and the veteran physicians suddenly blasted the 
situation into the open by advocating the use of the new VA hospital for private 
patients. Representatives of veterans’ organizations instantly leaped to de- 
nounce Dr. Green publicly with thinly veiled hints about “good doctors,” which 
obviously meant that doctors are anything but good. 

Among the denunciations were sweeping statements about how much better 
care is obtained by veterans in veterans’ hospitals. Now this is the crux of 
the situation. Because not only does everyone want the best possible care for 
the veteran, they positively do not dare to want anything else—and that isn’t 
sarcasm, 

How good is the care given veterans at VA hospitals? 

I offer for the consideration of everyone who has the best interests of the 
veteran at heart the following report by a trained investigator who was cared for 
at Dayton VA Hospital. This man is a veteran who suffered a totally disabling 
recurrence of an injury suffered when arriving for overseas duty before the 
invasion of Normandy. This man aggravated his injury by bearing it through 
all five of the European campaigns—from Normandy to the Elbe. I offer some 
highlights from his report to me. 

For 5 days after he entered Dayton hospital this man lay in pain without a 
single medical examination. He finally made his way to a telephone and called 
his wife long distance. She took it up with her Congressman and, under the 
lash of a letter from him, the patient finally began to get some attention. 
There followed 3 more weeks of pain during which the patient couldn’t even get 
an aspirin without crawling down the hall and begging for it. He gave up in 
disgust and went home 1 month after he entered, 

Among his observations, this former investigator, who kept a diary of his 
tribulations, noted some of the quaint customs of the hospital. 

There were quite a few permanent patients at Dayton who apparently were 
there for the rest cure. They draw disability checks from the Government while 
staying as permanent guests. Since the hospital doesn’t cffer si fficient diversion 
for a man with an independent income they get 3-day passes once a month when 
their checks come in. Three days later they stagger “home” slightly the worse 
for wear and badly in need of care in order to recover for the arrival of the 
next check. 

In my possession are the names an‘! :.ddresses of quite a few witnesses of all 
these quaint customs. 
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This then is truly socialized medicine in action—where everything is free and 
the Government runs the show. It can supersede all private-hospital care as 
soon as there are enough veterans, and laws that eventually will be proposed 
to care for veterans’ wives, and their offspring unto the sixth generation. 


VETERANS’ ADMINISTRATION, 
Washington, D. C., February 16, 1954. 
Hon, JOHN PHILLIPS, 
House of Representatives, Washington, D. C. 

Deak Mr. Puitiips: One of the items discussed when I appeared before your 
Subcommittee on Independent Offices the early part of last week was the al- 
legation apparently emanating from the National Medical Veterans Society 
that there are 322 veterans with neuropsychiatric disease (many service con- 
nected) who are now being cared for at Longview Mental Hospital, a State 
institution. 

I have investigated the matter and the facts are as follows: 

There is one veteran who is service connected for his mental condition hos- 
pitalized as a Veterans’ Administration beneficiary in the Longview Hospital, 
and this veteran is awaiting transfer to Veterans’ Administration hospital, 
Chillicothe, Ohio. There are three other World War II veterans admitted to 
the Longview Mental Hospital in December and January for whom transfer 
is awaiting final decision as to service connection under the provisions of Public 
Law 239 (the 2-year-presumption law). On inquiry to the superintendent of the 
Longview Mental Hospital be was unable to give any specific information as to 
the number of veterans hospitalized at Longview who had any conditions which 
were service connected. 

You will note the discrepancy of the above facts from the information sub- 
mitted by the National Medical Veterans Society. 

Sincerely, 
J. T. Boone, 
Vice Admiral (Medical Corps), United States Navy, Retired, 
Chief Medical Director. 


(From subsequent inquiry from the committee the National Medi- 
cal Veterans Society submitted the following :) 


NATIONAL MEDICAL VETERANS SOCIETY, 
Toledo, Ohio, March 15, 1954. 


COMMITTEE ON APPROPRIATIONS, 
Subcommittee “on Independent Offices, 
House of Representatives, Washington, D. C. 
(Attention: Mr. John Phillips, chairman.) 

GENTLEMEN: I have been led to understand that since submitting a letter to. 
you on February 4, 1954, relative to activities of the Veterans’ Administra- 
tion in Cincinnati, and in particular relative to the completion of a new Vet- 
erans’ Administration hospital in that community, you have received a com- 
munication from Admiral Boone, Administrator of the Medical Department 
of the Veterans’ Administration, stating in effect that of the 322 veterans 
suffering from neuropsychiatric disease in the Longview Mental Hospital in 
Cincinnati, Ohio, there is only one at this hospital who has a service-connected 
disability. This is in contrast to what I previously stated in my letter that 
there were many service-connected cases among these 322 veterans. 

Since hearing of Admiral Boone’s communication to your subcommittee, 
I have had an opportunity to obtain some further information in this regard. 
The information I have is and must be of a confidential character because of 
the need to protect the veterans involved, but nevertheless I can disclose to 
you that we have gone over the records of 15 of these 322 veterans. These 
charts were picked at random without any desire to be selective. Of these 
15 random cases we have examined the records to determine the following 
facts: (1) Evidence of honorable discharge; (2) date of separation from 
the service; (3) length of service; (4) admission date to a mental institution: 
(5) onset of symptoms (question of whether or not symptoms had arisen 
within three years of discharge). The abstract of the histories of these in- 
vestigated cases is appended herewith. It can be seen from these cases that 
cases Nos. 1, 2, 3, 4, 5, and 7 are service-connected disabilities. Case Number 8 
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is service-connected provided the veteran received an honorable discharge and 
was in the service more than ninety days. Case Number 9 is service-connected 
providing the same criteria are met. This veteran has been in Longview Hos- 
pital more than twelve years despite the fact that a P-10 form was filed for 
him many years ago. Case Number 10 shows evidence of aggravation as a 
result of service, and if the veteran received an honorable discharge and the 
length of service was ninety days or more, this should then be a case of service- 
connected disability. Cases Nos. 6 and 11 have in addition to their psychiatric 
disorder other service-connected ailments. Three additional cases looked into 
could not be clarified because of incomplete information available on the records 
of these patients. Incidental information on cases Nos. 3 and 6 obtained from 
the charts showed that these two patients have applied for VA hospitalization 
but were placed on a waiting list with the statement that they would be noti- 
fied when a bed was available. Case Number 3 has been waiting for 2% years. 

It is my understanding that Admiral Boone has stated that of these 322 
neuropsychiatric cases there is only 1 who has a service-connected disability, 
It is interesting to me to hear that Admiral Boone has been able to estab- 
lish this information in so short a period of time, since after consulting with 
the officials of Longview Hospital it has been discovered that until 2 weeks ago 
there has been no Veterans’ Administration officials visiting that hospital since 
1951. The visiting VA official decided on his recent visit that a rescreening of 
the veterans was in order and that he would hope to return to Longview to re- 
view these records within a couple of months. Consequently having exhausted 
all the sources of information in Longview Hospital for evidence of review of 
these patients by Admiral Boone or his staff, we find that no such investigation 
has been made to warrant any conclusions of a satisfactory type. Furthermore, 
it is the sincere belief of the officials at Longview Hospital and of the probate 
court of Hamilton County, Ohio, that there is no established source of facts con- 
cerning veterans at Longview Hospital available to Admiral Boone at the present 
time, nor has there been for the past 2 years. Admiral Boone’s statement, there- 
fore, that only 1 of the 322 veterans had a service-connected disability, is open 
to serious challenge. 

The attached copy of an editorial published in the Cincinnati Enquirer on 
March 8, 1954, serves to illustrate the attitude of the community of Cincinnati 
to this problem of the Veterans’ Administration General Medical and Surgical 
Hospital now approaching its opening date. The crying need for neuropsychia- 
tric veterans’ beds is so dire and the needs so poorly met that the National 
Medical Veterans Society feels dutybound to call upon you, the Members of 
Congress, to take it upon yourselves to see to it that the disabled veterans be 
cared for in a manner proper for the service which they have rendered to this 
country. After these veterans have been cared for, then and then only can con- 
sideration be given to veterans who have disabilities which have arisen subse- 
quent to discharge from the service. The Veterans’ Administration itself has 
apparently failed to recognize its obligation to these unfortunate veteran mental 
patients. It would behoove the Congress therefore to see to it that these men 
zet proper and adequate care. 

This information is supplied for your subcommittee, and if there is any fur- 
ther information we can obtain for you, please do not hesitate to let us know. 
We will be happy to be of any further service we can for the improvement of 
the care of service-connected disabilities for veterans, and for the improvement 
of the best interests of our country as a whole. 

Yours sincerely, 
Oscar B. Hunter, Jr., M. D., 
Chairman, Veterans Affairs Committee, National Medical Veterans Society. 

P. S.—After writing the above letters, the following telegram was received 
from Robert S. Green, M. D., of Cincinnati, referring to the attached list: “Add 
6 sworn Spanish-American war veterans to above list.” 


Cases REVIEWED IN THE LONGVIEW HospITAL, CINCINNATI, OHIO, BY THE NATIONAL 
MepicaL VETERANS SOCIETY 


Case No. 1.—Discharged from service 1946. Probated to Longview November 
17, 1949. October 6, 1950, received a letter from VA stating Board review de- 
terminated his case service-connected. Awarded 100 percent disability. 

Case No. 2.—Alcoholic-psychosis. Service May 1944 to November 1945 (dis- 
charged). Reenlisted 1945. Honorable discharge 1946. Chronic alcoholic from 
1946 on. Probated to Longview April 27, 1949. 
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Case No. 3.—Schizophrenic. Discharged 1946. Obviously honorable because 
of subsequent treatment in VA hospitals. Paranoid with confinement to Cin- 
cinnati Sanitarium October 1950. First symptoms while in serivce. Lexington 
VA Hospital December 1950. Home for 90-day visit March 1951. Probated Long- 
view, September 1951. October 1, 1951, P-10 acknowledged by VA in Lexington; 
put on waiting list because of acute bed shortage to be notified when bed available. 
Still waiting. 

Case No. 4.—Schizophrenic. Was born in 1927. Was 18 when inducted (1945). 
Served 18 months (1946 at least). VA said case not service-connected. Probated 
to Longview June 22, 1949, within 3 years of leaving service. 

Case No. 5.—Schizophrenic. Four years of service (obviously honorable be- 
cause Rx in VA). Date discharge unknown, however. Hospitalized in 1947 
(at age 25) in VA hospital in St. Cloud, Minn. A. w. o. 1. hospital in June 1948. 
VA advised Chillicothe where he was from July 2, 1948—-August 24, 1948. Dis- 
charged then because they stated maximum benefits had been obtained. October 
6, 1948, probated to Longview through Butler County. VA turned down pay- 
ment for veteran on basis of misconduct and not service-connected. With 4 
years of service he must have been about 22 when discharged. Discharge must 
have been honorable because of Rx in VA hospitals two times. First admission 
to VA hospital when 25, indicates onset within 3 years. 

Case No. 6.—Alcoholic phychosis. Medical discharge in 1945 (probably 
asthma). In VA Dayton hospital three times for asthma. Probated Longview, 
May 1952. July 1952, letter from Lexington VA Hospital to effect he was on 
waiting list due to acute shortage of beds. Still waiting. 

Case No. 7.—Schizophrenic. Discharged 1945. Symptoms immediately after 
discharge. Lexington VA hospital in 1947. Probated to Longview August 26, 
1949. 

Case No. 8.—Statement by excellent psychiatrist that first symptoms occurred 
5 to 6 months after service. Probated March 10, 1954. 

Case No. 9.—Schizophrenic. Discharged service 1941. Cause ?. Probated 
December 30, 1941. History, January 8, 1942, states: a 26-year-old Italian who 
had a rather sudden and rapid onset of psychotic behavior while in Army. 

Case No, 10.—Schizophrenia. Probated to Longview before service. Drafted 


1942. Discharge 1943. Cause ?. Probated Longview June 12, 1945. 

Case No. 11.—Honorable discharge 1941 (inflammatory rheumatism). Pro- 
bated March 8, 1949. 

Case No. 12.—Probated October 6, 1948 (age 29). Date discharge unknown. 
Receiving Government pension. 

Three cases, histories inadequate for review. 


[Excerpt from Cincinnati Enquirer, Monday, March 8, 1954] 
Hosp!Irat oR WHITE ELEPHANT? 


The Veterans’ Administration, of course, is under no obligation to tailor its 
operation to suit the civilian hospital needs of any local community. On the 
other hand, where it can accomplish more for veterans—and at the same time 
benefit a community—it seems to us that commonsense would dictate such a 
course, 

The plain fact of the matter is that there is no real present need for the new 
VA hospital on Vine Street if it is to be operated as a general medical and 
surgical hospital, indeed, there is not even any impending need for it unless the 
VA intends to go into competition with private medicine on a greater scale than 
ever before, because already there are literally thousands of VA general medical 
and surgical hospital beds now idle, for lack of need, lack of doctors, lack of 
nurses. At Dayton alone, the VA cannot staff 327 of its general medical and 
surgical beds. 

When the new facility is opened here, it will be competing for nurses, doctors, 
and other hospital personnel in a community already acutely short of bed space. 
The Veteran Physicians Society of Greater Cincinnati conducted a survey of 
health personnel in all hospitals within 75 miles of Cincinnati and found a 
shortage of 650 nurses exists in the area at this moment. Coincidentally, a survey 
of private community hospitals throughout the country disclosed that VA hos- 
pital “competition” almost invariably resulted in a further shortage of health 
personnel, Thus the operation of the new VA hospital here as a general medical 
and surgical institution might have grave consequences, inasmuch as the recent 
survey of the James A. Hamilton Associates, sponsored by the Cincinnati Area 
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Hospital Planning Committee, verified that a critical shortage of some 1,000 
community hospital beds exists here. 

As we said, the VA is under no obligation to consider the impact upon the 
community (although our Members of Congress do have a right to raise their 
voices in the matter). 


However, the new institution could be of dual service to the veterans and to 
the community ift were made a neuropsychiatric hospital. The erying need of the 
VA is for bed space to deal with mentally ill veterans, now presently scattered 
in other hospitals and inadequately cared for. 


Indeed, it has been estimated that the Nation as a whole is 300,000 beds short 
of handling the load of mental patients. Even badly overcrowded Longview is 
burdened with several hundred neuropsychiatric veteran patients who are entitled 
to be in a VA hospital. Half or more of the cases presenting themselves to the 
Veterans’ Administration nowadays are in the NP category. 

The new hospital here could accommodate its share of them. As a general 
medical and surgical hospital, however, it will merely be another governmental 
extravagance, full of empty beds, making it more difficult for sick people here- 
abouts to find hospital accommodations. 

Admiral Boonr, May I make a statement for the record? I erred 
yesterday in answer to Mr. Jonas’ question as to whether General 
Strong represented the National Science Foundation or the National 
Research Council. The United States Government Organization 
Manual of 1952-53 very briefly, on pages 451 and 452-453 gives defini- 
tion to what the National Science Foundation is, its scope, and how the 
directors are appointed by the President of the United States and con- 
firmed by the Senate and what their function is, and among the func- 
tions is evaluation of the Federal research program. 

The National Research Council was organized in 1916 by the Na- 
tional Academy of Sciences under the congressional charter of the 
academy. General Strong is chairman of a committee of the National 
Research Council and not, as I said, of the National Science Founda- 
tion, and his committee is doing excellent work. 


HOSPITAL FACILITIES CLOSED DUE TO LACK OF FUNDS 


Mr. Anprews. Admiral, during fiscal year 1953 did you close any 
hospitals, or any wards or rooms in a hospital due to lack of funds? 
Admiral Boone. No, sir. 
Mr. Anprews. Do you expect to close any for that reason during 
the remaining part of fiscal year 1954? 
Admiral Boone. No, sir. 


NUMBER OF OPERATING BEDS IN FISCAL YEAR 1955 


Mr. Anprews. How many beds do you expect to operate in fiscal 
year 19552 

Admiral Boonr. 117,700. This year, 114,315, as stipulated in the 
bill last year. 

Mr. Anprews. That is G. M. & S., TB and N. P.? 

Admiral Boone. All categories. 

Mr. Anprews. What. about domiciliaries? 

Admiral Boon. 17,000 members in domiciliaries. 

Mr. Anprews. How about contract ? 

Mr. Bicetow. 4,842. 

Mr. Anprews. What is the total beds you will have available for 
use of veterans in all categories? 

Mr. BiceLtow. Approximately 140,000. 
Admiral Boonr. That is VA and contract and domiciliary. 
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DAYTON HOSPITAL 


Mr. Hietey. I wonder if it would be a good idea to have in the 
record the situation with reference to Dayton. The hospital was 
said to be 50 miles from Cincinnati. I would like to have the situation 
as it actually exists at Dayton as pertinent data in that connection. 

Admiral Boone. We have that on the big chart that is a part of the 
record, but we can put it in the record. 

Mr. Rosen. At Dayton there are 989 operating beds, a patient load 
of 909 on the 25th of January, and a waiting list of 16. 

Mr. Hictry. That is a 1,307-bed hospital where you have approxi- 
mately 300 beds inactivated. 

Admiral Boonr. It isa G. M. & S. hospital, TB, and domiciliary. 


NO SERVICE-CONNECTED VETERANS ON WAITING LIST 


Mr. Anprews. Are there any service-connected veterans on a wait- 
ing list? 
Admiral Boonr. None anywhere as of last week. 


NUMBER OF PATIENTS IN VA HOSPITALS 


Mr. Jonas. Before we leave this general subject, I would like to 
get one set of figures if they areavailable. As of right now, how many 
patients do sn, in hospitals? 

Admiral Boonr. 107,442. 

Mr. Jonas. As of what date? 

Mr. Bicetow. January 25. 

Mr. Jonas. How many of those are service-connected cases ? 

Mr. Rosen. About 37 percent. 


DAYTON HOSPITAL 


Admiral Booxr. May I add to the Administrator’s question about 
Dayton, to go back to that a minute? I saw a statement by the man- 
ager the other day. He has a certain number of N. P. beds. He 
cannot take care of any more N. P. patients because he lost his only 
psychiatrist recently by resignation. That has a bearing on the Cin- 
cinnati problem. You would not be able to staff the hospital at 
Cincinnati as an N. P. hospital. 

Mr. Jonas. I just wondered what was alleged to be the reason why 
these people think the Cincinnati hospital should not be opened. 

Admiral Boone. I am going to ask permission to provide another 
letter in regard to the proposal to make Cincinnati an N. P. hospital. 

Mr. Anprews. Is there any opposition to the opening of the Cin- 
cinnati hospital other than from that group of doctors? 

Admiral Boonr. No. That organization we have referred to was 
very strong about not wanting it opened for veterans, and another 
group of physicians want it opened. The dean-of the medical school 
of the University of Cincinnati is very strongly in favor of its being 
opened, and we have a joint program already established for patient 
care and teaching. 

J a7 ele Do you have a load there that would justify open- 
ing it 
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Admiral Boone. We can use that hospital very well. 
STUDY OF HOSPITAL OPERATING EFFICIENCY 


May I make a statement in connection with this managerial study 
resented by the committee yesterday? I have a statement that was 
just prepared overnight. 

Mr. Jonas. Very well. 

Admiral Boone. Mr. Chairman, I feel that it is necessary to clarify 
and explain certain deductions that were made in connection with the 
industrial-type cost study that was presented at yesterday’s hearings. 
As I recollect you stated that it was not the committee’s desire to cut 
the quality of medical care being provided in VA hospitals but rather 
in the interest of the taxpayer to assure that this medical care was 
being provided efficiently and economically. 

In the brief time since it has been presented to me I have been only 
able to review it without the opportunity to look into the details whic 
would be required. First, as I recall the committee desired to accom- 
plish a savings of approximately $6 million in the next fiscal year as 
the result of improvement in management. The study was based on 
fiscal year 1953 costs projected on the 1955 budgeted workload. I 
should like to point out that this industrial cost study shows that the 
fiscal year 1955 budget, as presented to the Congress, has already re- 
flected in it a reduction of $6 million below the 1953 cost level of 
operations. I refer you to the summary statement on line 33 which 
says, “amount necessary to adjust study cost to fiscal year 1955 budget.” 
In this line you will note a minus item of $6 million. Now, if we 
carried out the 1955 operating plan at 1953 actual costs as reflected in 
this study and in the accounting records of the agency we would 

uire approximately $568 million, including reimbursements. This 
budget provides $561 million, including reimbursements. I think 
we have reflected in this budget the savings which this committee 
yesterday expressed itself as desiring. 

With regard to the validity of the overall study, as I stated yester- 
day I agree with the concept but within this study I believe there are 
a number of fallacies. I should like to refer to the column entitled 
“Estimated savings.” It can be stated that we do not have equal quality 
in medicine in all VA hospitals and that certain hospitals have lower 
costs because we do not provide a full range of medical services. 

The estimated savings of $39 million is based on the premise that 
we could reduce the cost of operating 75 percent of our hospitals to 
the average cost experienced in 1953 by the highest 25 percent and 
maintain acceptable standards of medical care. The second figure of 
$23 million indicates that we would have to reduce the operating cost 
of 50 percent of our hospitals to the average cost experienced by the 
50 percent of the hospitals having the lower cost. In other words, 
this study in effect implies that approximately 75 percent of our hos- 
pitals are operating inefficiently. This deduction is not supported by 
any study of these institutions—hospital by hospital. Industrial man- 
agement consumes many man-years of engineering skill in time studies 
and other techniques before production standards are established in 
order to achieve economical operation. ; 
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Referring to and confirming my statement of yesterday, I am in- 
trigued by the committee’s stuly and as I said I am taking immediate 
action, and as a matter of fact, have set the machinery in motion to 
pursue this study but obviously it could not be consummated within 
the short period between now and the end of the fiscal year 1954. 

The committee has given us a management tool in terms of costs. 
However, as the chairman agreed yesterday we must first produce 
a comparison tool, that is,a mechanism to insure quality control. This 
will be done. 

I want to stress another point, that is, the question of the relative 
efficiency of lay managers versus physician managers. 

The measure of a competent hospital manager is not whether he is 
or is not a physician, but, rather, it is the capacity of the individual 
to efficiently perform his job. 

I might add parenthetically there have been Cabinet members who 
have been physicians and who have been excellent administrators ; also 
Congressmen and Senators who were physicians who have made mag- 
nificient legislators. I feel it is not the man’s degree but his ability 
and capacity. 

Mr. Puitures. This statement, unfortunately, is the sort of state- 
ment to which this committee has become very much accustomed over 
the years, and is merely an attempt to point out why economies cannot 
be made in the Veterans’ Administration rather than to meet the 
committee on a reasonable basis to find out where economies can be 
made. We are disappointed, of course. The admiral knows, when 
we were talking about a $6 million reduction, we were talking about 
it in relation to the 1954 budget, not 1953. We have no particular 
argument with you over the acceptance or nonacceptance of the sug- 
gestion that was made yesterday. You are intrigued by it; so are we. 
The lamentable fact is that after the committee gave you all the money 
and all the beds you asked for, you, Dr. Boone, sent a telegram to 
all the hospital managers telling them how to fill the beds. 

Admiral Booyr. I would like to answer that. May I do so now or 
insert it in the record ? 

Mr. Putiuipes. Yes, when I have concluded. Yesterday you ac- 
cepted $1.7 million on your own figures. The budget has withheld 
$3 million. In looking over the items we went over from 2 o’clock to 
4 o’clock yesterday afternoon, it was obvious there were many places 
in that field for further economies. Nobody knows better than the 
chairman now talking to you that this industrial study is merely a 
guide, having imposed such ideas myself in my past private experience 
and knowing the effectiveness of them. Instead of saying it was 
necessary under the industrial study suggestion to reduce the level 
of operations, or whatever you call it, the very photostat I showed you 
ray ak is a complete refutation of the statement you are making 

ere, because it shows that in your hospitals, with your knowledge and 
under your management, Dr. Boone, there is a completely dispro- 
rtionate salary and operation schedule per patient, which has abso- 
utely nothing to do with the items you are using as an excuse behind 
which to hide in not putting them into effect. The committee will be 
completely ay, MEPS if Mr. Higley does not overrule you. That is 
strong language, but I find it necessary with the Veterans’ Administra- 
tion over the years to use strong language, because they do not under- 
stand any other. 
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In addition to the amounts of the savings already estimated, which 
already come to some $5.1 million, there are possible savings in your 
budget which could run as high as $7.7 million; and all the committee 
suggested yesterday was a possible reduction in the cost of operation 
of the hospitals—which I should think for your own reputation you 
would want to see imposed on them—which was a possible saving of 
approximately $6 million. We suggested only that you might take 
the same figure for next year that was given last year and which is less 
than the actual savings shown to this committee as possible. 

Admiral Boone. I hope we can embrace this program and utilize 
it to advantage, and I shall be very delighted if our analysis shows it 
can be done. As I said, it intrigues me and I am in no way in opposi- 
tion, but I want to be sure we have the money necessary to meet the 
laws of the Congress and the duties and responsibilities imposed on 
me. 

Mr. Putitures. This is not a new attitude on the part of the Veterans’ 
Administration. 

Mr. Hiciry. Mr. Chairman, naturally the plan appeals to me. I 
think the whole crux of the matter at the moment is whether or not we 
should try to estimate what we can do or whether you will permit us to 
use this as a tool and I can promise you we will make all the savings 
we possibly can. Inasmuch as we had not seen this until yesterday, we 
are hesitant to convert it into figures, because there may be a lot of 
factors that will come up. If we could just have a chance for a good 
study of this. 

Mr. Putures. There is no reason why you cannot. 

Mr. Hietry. That would be my position. It is a little difficult 

Mr. Puuuirs. When you say it is a little difficult I would say that 
is an understatement. 

Mr. Hietey. This tool pinpoints where you can look for the troubles, 
but until you have a chance to look at it and put it in use it is difficult 
to say what savings can be accomplished. 

Mr. Putuurres. We do not expect you to use it in toto in your agency. 
We are submitting it as a program used in industries that do not have 
the Federal Government to pick up the check and that have to operate 
economically and meet expenses or go out of business. That is all that 
is intended to be. You have 4 months remaining of this year before 
you start on the fiscal year to which you would apply it, and may I 
respectfully call your attention to the fact that while you yourself 
may not have seen this before, it has been seen by your staff and there 
are members of your staff who think it can be done. 

Mr. Hietry. You mean translated into money? 

Mr. Puiures. Yes. 

Mr. Jonas. I want to get one other group of statistics from Dr. 
Boone. In how many hospitals are the managers doctors, and in how 
many are they civilians? First state for the record the total number 
of hospitals in operation. 

Admiral Boonr. The total number of hospitals in operation now is 
168. In that 168 we have 44 lay managers. 

Mr. Jonas. 44% 

Admiral Boone. Yes, and 124 physician managers. 

Mr. Puitiies. How many did you say were lay managers ? 

Admiral Boon. 44. 

Mr. Puiures. Out of how many? 
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Admiral Boonr. 168. 
Mr. Puriuurrs. Out of the best group on the basis of per diem cost, 
51 percent of that group have lay managers. 

Kamiva) Boonr. May I say, Mr. Chairman, I am in total accord 
with what the Administrator of Veterans’ Affairs has said in regard 
to this proposal, and I have said in my statement today that I am im- 
mediately, right now, starting to move into this plan. 

Mr. Puiuips. We have them hospital by hospital for the first 84 
and on down beyond that in the hospitals that were not used in the 
computation because they would perhaps be more difficult to improve 
as to efficiency, because of location and number of patients, and the 
exact number can be given in regard to lay managers. 

Mr. Jonas. Off the record. 

(Discussion off the record.) 

Mr. Pures. There is no conclusive factor except that in all hos- 

itals the management factor and salary factor are at wide variance. 

he next factor would be that in the hospitals managed by lay man- 
agers, there are a larger percent of lay managers in the lower cost 
hospitals. Fifty-one percent of the best 21 hospitals out of 84 have 
lay managers, while in the second 21 only 37 percent have lay man- 
agers, and in the third 21 only 20 percent have lay managers and in 
the last 21 only 12 percent have lay managers. That is not conclusive 
but at least suggestive evidence of a clearly defined pattern. 

Mr. Jonas. What is the experience in privately owned hospitals?’ 
Are not most of them managed by lay managers? 

Admiral Boone. I do not know the percentage. 

Mr. Jonas. I thought we had developed a professional group of 
people now known as hospital managers. 

Admiral Boonr. I was made an honorary fellow of the hospital 
administrators in San Francisco last summer. Take Johns Hopkins, 
Dr. Edward Crosby was the manager and superintendent at Tohns 
Hopkins for a number of years. I do not know whether or not. he was 
succeeded by a medical man. That is variable throughout the coun- 


try. 
Mr. Jonas. Who is the manager at Fargo? 

Admiral Boonr. Mr. Pool. 

Mr. Jonas. He is not a professional man ¢ 

Admiral Boonr. No. 

Mr. Putures. I do not have any thought, and I do not believe any- 
body else experienced in this work has any thought, that you should 
go toa hospital and say to the manager, “Look here, you are down here 
on the list. You have to do better.” I believe I would set up an in- 
centive and say, “This is what the other boys are doing. y can- 
not you do it? If you do it you will get a cash reward or increase in 
salary or a citation or whatever is warranted.” 

Mr. Hierry. That is right. There has to be an analysis of why 
these variations are in here. They do not add up in my mind. I have 
tried to look at them from the point of view of size of the hospital 
and other factors, that should have a bearing, and they do not match. 
I am in a quandary. I think it opens up the field to pinpoint and 
show us where the variance is. 

Mr. Pris. The large chart merely indicates a great variance 
in salary scale and costs, and things we have in the past been looking 
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to—the association with the school, the size of the hospital, the geo- 
graphical location—did not come up in the picture as the important 
factors we thought they were. 

I can only add one thing from my experience this summer. Every 
one of the managers I talked to this summer was filled with enthusi- 
asm because more responsibility was put on him, and he was trying 
to improve management and to effect economies. With such things in- 
jected into your hospital picture, this committee will guarantee to you 
from personal knowledge that you will save more than the amount 
we were suggesting you can save. 

Mr. Hierry. There are two factors that come to my mind, and I 
wish I had had as much time to study this as you have. 

Mr. Puiutes. We did not have much time. 

Mr. Hietry. This indicates a matter of control. 

Mr. Puiures. You will have to set up in your establishment some 
kind of supervisory policy or adapt your present supervisory policy 
to carrying this out. 

Mr. Hietry. Do we have enough business control to get the savings 
across ¢ 

Mr. Puritrs. In business you cannot impose savings on your peo- 
ple. You can make suggestions or you can make it worthwhile for 
your branch managers or salesmen to sell more or to have better 
agencies, and that is the way you will have to do with your hospitals. 

Mr. Hietey. I am looking for great savings under the new system 
which puts the authority down with the manager and regional man- 
ager. There has been too much of a tendency in the past to try to 
spell out his tes, “cab to almost ridiculous lengths. 

Mr. THomas. Now you are talking sense. 

Mr. Putuures. That sounds good to this committee. 

Mr. Hiatey. I believe we should let that man go ahead and do 
things he would do if he were playing with his own blue chips. I 
I think there has been too much dictation. 

There is another factor. The whole basis of this reorganization 
is giving that authority down below. The nearer you can get to the 
veteran the better off your administration is. But you have to have 
good men. I want you to know that one of the fundamental prin- 
ciples we are putting in effect will take some expert advice, not just 
what we have but other advice. We have to have a personnel analysis, 
because when you hand a man a lot of authority you have to be sure 
that man has the capacity to use it, and I do not think we have 
enough of that information. 

Mr. Tuomas. I have talked to a good many of your hospital man- 
agers, and there is one statement that is universal in all of them, and 
that is this: If you will give me a certain amount of money to spend 
and let me spend it like I think it should be spent I can improve the 
service and save money. 

Admiral Boonr. Could we have Commander Bigelow tell what we 
plan for next year ? 

Mr. Tuomas. Why next year? Why not now? If it is good next 
year it ought to be good now. 

Mr. Putiiies. Will you agree that for 4 years when Mr. Thomas 
was chairman of this committee before me he has been suggesting 


that ? 


1874 


Admiral Boonr. I have not been here 4 years. 

Mr. Hietey. I am not ingrained. I am brand new. 

Mr. Tuomas. Let me make this observation for whatever it is worth, 
and I think I speak for the committee. You take your unit cost hos- 
pitals that are exceptionally high. If you look into it, you are going 
to find your own directives are partly responsible for the high cost. 
You ought to take 8 or 10 of your high-priced ones in the next 4 months 
and say “Here is so much money. You operate this hospital on a 
certain amount of money. If you cannot do it, we will come to your 
rescue later; but you try it for 30 or 60 days and see what happens.” 

Mr. Hietry. You have to give them the authority, though. 

Mr. Puuxies. That is right. 

Mr. Tuomas. That is it. How in the world are you going to tell a 
man in Seattle, Wash., from the District of Columbia how to run that 
hospital on paper with directives and people changing those direc- 
tives every other day? 

Mr. Hietry. We are trying to cut out all of those. 

Mr. Txomas. In the first place, if he has not sense enough to run 
the hospital, he ought not to be your manager; you ought to get an- 
other one. But he is on the ground, and you folks here in Washington 
are a good many miles away from him. If he does not know more 
about what is going on in his own backyard than a bunch of people 
sitting here in the bureau in the Washington office, you ought to get 
rid of him. 

Mr. Hietey. In the statement I was directing to the chairman, I was 
talking all the way through about both hospital and regional mana- 
gers. I believe some such plan as Mr. McWilliams worked out can 
be applied to our clinics, which are going to be far better operated 
and staffed. I think there is no difference in the situation; it is just 
a question of whether it can be applied to regional office managers. 

ut there is another thing. What I like about this is it is like put- 
ting a hammer in your hand and saying “Now, you can flatten this 
out.” In the clinics, I think, we can get results—— 

Mr. Putuures. That is all it is intended to do. 

Mr. Anprews. I just want to suggest it might be helpful if the 
Administrator got one or two of his best hospital administrators and 
sent that man or those 2 men down to one of the poorest operated hos- 
pitals and let them spend 30 or 60 days down there—— 

Mr. Tuomas. You mean high-cost ones? 

Mr. Anprews. That is right—get one of your managers from one 
of your best operated hospitals and let him spend 30 or 60 days at one 
of the poorest re hospitals. I believe he could go on the scene 
and come — some good suggestions of how to reduce the operat- 
ing cost of that poorly operated hospital. 

r. Puitiies. May I make this amendment to that so that there 
will be no misunderstanding of what I think you intend and I know 
what the rest of the committee intends. 

Down below a certain line there are a number of hospitals we have 
seen operate economically and undoubtedly certain changes in mana- 
- and so forth were good. And those we removed completely from 
this list. But beginning above that, they have half a dozen which 
1 consider capable of improvement in their management in the way 
I indicated that they om improved. You understand what I mean 
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better than I do. We have a list of them here. But those are the very 
low hospitals ; the ones marked with a check mark are the ones I would 
not impose on Mr. Higley or anybody else to pull out of their present 
situation without some material policy change or some other change. 


SURVEY OF ELECTRICAL BUSINESS-MACHINE INSTALLATIONS IN THE 
VETERANS’ ADMINISTRATION 


Mr. Puuuirs. Yesterday, Mr. Schoen, you said you were under the 
impression that the Veterans’ Administration had been in touch with 
the GAO and had received authority for the purchase of these new 
IBM machines. GAO is unaware of having given you any such au- 
thority. You, therefore, are operating in 1 paper to the limitations 
in the appropriation bill of last year. Would you care to say anything 
about that ? 

Mr. Scuoen. I would not profess to know exactly what I said yester- 
day. I meant to say we were not aware of this and that GAO has a 
representative in the Veteran’s Administration, Mr. White, who has 
been in close contact with this and actually wrote an article on it. 
Now, if they were not aware of it and did not participate, then Mr. 
White wrote an article on this system, in which he praised it. 

And actually, as far as economy goes, the preliminary figures to date 
on the 67 that are involved show there has been a saving—not much of 
a saving, but the accounting system would not have been able to work 
very well without it. There has been a saving on the 67 machines of 
$15,000 a year in the cost of the machines versus the offset in value. 
It is just in the stage of development. 

Mr. Puiuirs. I think we had a little misunderstanding here, and I 
think we had better make sure when we put things in the bill that we 
mean what we say. We are anxious that all agencies of the Govern- 
ment establish good accounting systems and very specifically we are 
in favor of what GAO is doing. And that started, incidentally, out of 
this committee. The only reason we put the prohibition or the limi- 
tation in the bill last year was because there were so many of those 
machines being bought and rented all over Washington that you fell 
over them in every office and they were only being used to a fraction of 
their possibility. So we told all agencies that came before us—and I 
think that went into the general provisions in the report; so it applies 
to all agencies of the Government—that they were not to go and buy 
or rent any more unless the GSA gave them an O. K., so that they could 
get one that somebody else was not using and give it to you. 

Mr. Kersey. Possibly this is what you are referring to, this para- 
graph in the report on the bill, which is rather short: 

The committee has eliminated from the bill all money for the rental or purchase 
of additional electrical business machines. There are machines under contract 
today which are not used to their fullest capacity. The committee is requesting 
the General Services Administration and the General Accounting Office to make 
a survey of this type of equipment with a view to determining whether it is being 
used sufficiently to warrant continued rental or, where machines are not used 
full time, to submit recommendations as to the use of such equipment by other 
agencies, or by activities within the same agency. The committee feels that very 
substantial savings can be effected as a result of the action indicated. 

Mr. Puuuirs. The committee clerk corrects me. I was under the 
impression we had put that in the general provisions of the bill, but 
we put it in the report, and Mr. Taber followed it up with a personal 
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letter to every agency of the Government saying to clear with the GSA. 
What you are sag paying no attention to Mr. Taber’s letter. You 
will have to argue that with Mr. Taber and not with the subcommittee. 

Mr. Baxer. The procedure had been cleared with GAO as a basis 
of operations, but we did expand the application of it without specific 
clearance—I think that is a correct statement—after the basic principle 
had been approved, as we understood. 

Mr. Putiurrs. How about these 10 recommendations in connection 
with the machines: 

1. Retain as separate installations the Tabulating Machine Unit in the Insur- 
ance Center, District of Columbia, and the Tabulating Division in the Office of 
the Chief Actuary, Department of Insurance. 

Has that been done? 

Mr. Scuoren. May I relate myself to this particular situation? I 
am not a machine-records expert. 

Mr. Putiuirs. Maybe I should direct this to Mr. Kelsey. I will 
skip down to No. 9: 

Study the possibility of merging the existing Hospital Tabulating Machine 
Section installations responsible for supply activities with the installations 
existing in the regional offices. 

Has that been done? 

Mr. Scnoen. Yes, sir; and is being studied. That study is being 
conducted, the idea being to jointly use those. The original idea was 
to utilize those, but they were not large enough, and then the geo- 
graphic distribution was such that we could not get reports back from 
the IBM. 

Tam speeing from familiarity with it. It has not been my problem 
but has been something I was associated with in the accounting im- 
provement program. 

Mr. Puttiirs. Who is going to answer the questions on all of the 
other tabulating machines? will read these into the record. This 
is a Survey of Electrical Business Machine Installations in the Veter- 
ans’ Administration made by GAO. This is the first time I have seen 
it: 

1. Retain as separate installations the Tabulating Machine Unit in the Insur- 
ance Center, District of Columbia, and the Tabulating Division in the Office of 
the Chief Actuary, Department of Insurance. 

2. Retain as a separate installation the Tabulating Machine Unit in the Phila- 
delphia district office. 

3. Retain as a separate installation the Financial Statistics Section and place 
it in the Office of the VA Controller. However, the agency is giving some thought 
to merging the Financial Statistics Section installation with the Machine Records 
and Accounting Division of the Office of Contact and Administrative Services 
(Assistant Administrator for Administration). Should this occur, it is then 
recommended that the Medical Statistics Division be merged with the Machine 
Accounting Section installation in the Office of Construction, Supply, and Real 
Kstate (Department of Medicine and Surgery). 

Mr. Ketsry. Action has been taken along that line to consolidate? 

Mr. Scuorn. We have a consolidated setup. I am familiar with 
parts of that. In the old organization, they had one set-up under 
the Controller of Accounts for machine records. 

Mr. Puitiirs. To save time, I will give this to the reporter and have 
you put in the replies when it comes down to your section. 
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(The matter above referred to follows :) 


1. Retain as separate installations the Tabulating Machine Unit in the Insur- 
ance Center, District of Columbia, and the Tabulating Division in the Office 
of the Chief Actuary, Department of Insurance. 

2. Retain as a separate installation the Tabulating Machine Unit in the Phila- 
delphia district office. 

3. Retain as a separate installation the Financial Statistics Section and 
place it in the Office of the VA Controller. However, the agency is giving some 
thought to merging the Financial Statistics Section installations with the Machine 
Records and Accounting Division of the Office of Contact and Administrative 
Services (Assistant Administrator for Administration). Should this occur, it is 
then recommended that the Medical Statistics Division be merged with the 
Machine Accounting Section installation in the Office of Construction, Supply, 
and Real Estate (Department of Medicine and Surgery). 

4. Retain as a separate installation the Machine Records and Accounting 
Division of the Office of Contact and Administrative Services (Assistant Admin- 
istrator for Administration). 

5. Merge the Medical Statistics Division installation with the Machine Records 
and Accounting Division of the Office of Contact and Administrative Services 
(Assistant Administrator for Administration). 

6. Retain as a separate installation the Machine Accounting Section of the 
Office of Construction, Supply, and Real Estate (Department of Medicine and 
Surgery). 

7. It is understood that the agency is vacating its present Washington regional 
office location and that regional office operations will be transferred to the Muni- 
tions Building. In the event this happens it is recommended that the Tabulating 
Machine Section of the regional office be merged with the Machine Records and 
Accounting Division of the Office of Contact and Administrative Services 
(Assistant Administrator for Administration). 

8. It is strongly urged that existing regional offices be consolidated into fewer 
locations, thereby consolidating the existing Tabulating Machine Sections into 
fewer machine installations. 

9. Study the possibility of merging the existing Hospital Tabulating Machine 
Section installations responsible for supply activities with the installations 
existing in the regional offices. 

10. The agency should review and study its reports schedule in the various 
installations from the viewpoint of rescheduling many of the reports so that 
report preparation may be more evenly distributed throughout the month rather 


than hitting a peak at the beginning of each month. Rescheduling of reports 
would release equipment. 


COMMENTS OF THE VETERANS’ ADMINISTRATION 


Recommenation No. 1: The Veterans’ Administration is currently organized 
as recommended. 


Recommendation No. 2: No change is contemplated in this Tabulating 
Machine Unit. 

Recommendation No. 3: That portion of this recommendation concerning the 
retention of a separate installation for the Financial Statistics Section and 
placing it in the office of the VA controller is not coneurred in. To save funds 
and personne] the installations dealing with financial statistics has been placed 
in the Department of Medicine and Surgery and the Office of the Assistant Admin- 
istrator for Administration in presently existing tabulating installations. 

The second portion of this recommendation, which provides for the merging of 
the Medical Statistics Division with the Machine Accounting Section installation 
in the office of (Construction Supply and Real Estate) Department of Medicine 
and Surgery, is under consideration at present. There are indications that while 
such a merger would be desirable from an economic standpoint, the requirements 
of Medical Statistics Division might justify a separate installation. Any econ- 
omies resulting in the consolidating of this small machine unit might be far out- 
weighed by problems of analyses which would arise if this machine installation 
were to be divorced from its intimate association with the statisticians charged 
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with working closely with physicians and other professional personnel in the 
analysis of special studies relating to therapeutic trials and other professional 
medical data. 

Recommendation No. 4: The Veterans’ Administration is presently organized 
as recommended. 

Recommendation No. 5: This recommendation would appear to be in conflict 
with that portion of recommendation No. 3 regarding the merging of the Medica! 
Statistics Division installation with the other Machine Tabulating Unit in the 
Department of Medicine and Surgery. However, discussions with the General 
Accounting Office representatives indicate no conflict in the two recommendations. 
It is the feeling of the General Accounting Office representatives if the Assist- 
ant Administrator for Administration’s installation absorbs the financial sta- 
tistics operation it would then be so large that Medical Statistics Division work 
should not be added to it. This recommendation is presently being studied as 
stated in comment No. 3 above. However, there may be some justification for 
this small separate medical statistics machine installation within this Profes- 
sional Medical Statistics Division. 

Recommendation No. 6: The present organization structure retains a Machine 
Accounting Section in the Department of Medicine and Surgery. 

Recommendation No. 7: This part of the regional office will shortly be trans- 
ferred to the Munitions Building and consideration is being given to merging 
the Tabulating Machine Section of the regional office with the Machine Records 
and Accounting Section, Office of the Assistant Administrator for Administration 
(formerly Office of Contact and Administrative Services). 

Recommendation No. 8: The machine installation in a regional office is only 
one small organizational element of such an office and a decision on merger of 
offices of this type should not be predicated solely on the savings that might result 
from consolidation of one such small element. 

Recommendation No. 9: The merging of existing Hospital Tabulating Machine 
Sections with those in regional offices has been under study and will receive fur- 
ther consideration under the new organizational structure. 

Recommendation No. 10: The whole Veterans’ Administration reports structure 
is presently under study. Studies have been underway for some time to deter- 
mine what savings, if any, would be made through the rescheduling of all reports. 
If it should be determined that savings can be made without detriment to the 
purpose to be served by the reports, rescheduling will be effected. 


POSSIBLE SAVINGS THROUGH GSA PURCHASING AND WAREHOUSING PROGRAM 


Mr. Prins. Yesterday I was asking why the Veterans’ Admin- 
istration cannot save $1 million or any part of $1 million by letting 
the General Services Administration purchase its nonperishable food- 
stuffs and particularly from the standpoint of warehousing, the ware- 
housing in the Veterans’ Administration being located in 3 places 
in the United States and the warehousing of GSA already in existence 
being located in 12 places in the United States. Certainly there 
would be some saving in transportation; would there not? 

Mr. O’Net. Very minor. Probably the easiest answer as to whether 
there is a saving A seh as a result of distributing through 12 rather 
than 3 depots is I might point out that the Veterans’ Administration, 
by reducing its depots from 7 to 8, has saved $2 million annually in 
operating costs. That has been done over a period of years. 

Mr. Putuures. I do not see that follows. Did you take transpor- 
on a costs into consideration both ways—bringing in and taking 
out 

Mr. O’Net. Unquestionably—in and out. ° 

Mr. Priires. You mean the cost of operation of the warehouse is 
greater than the cost of transportation? 

Mr. O’Netm. Much greater; yes, sir. We recently made a survey 
with GSA and, taking transportation alone inbound and outbound, 
there was a minor saving on that one item possible of about $17,000 
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a year. But there are many offsetting costs which more than make 
that up. 

It 4 ossible you have reference to a conclusion which the GSA 
has reached and which they have given to us, which would indicate 
a saving through their handling of certain subsistence items. I be- 
lieve their figure was $1.2 sniltien annually on the purchase price 
rather than transportation. 

Mr. Puuuies. I was just going to call attention to the fact that 
was not transportation; that $1.2 million was what they considered 
the minimum saving on purchases if they could purchase in large 
quantity. Do you deny that? 

Mr. O’New. I do not deny they can make a $1.2 million saving, 
but not on Veterans’ Administration purchases, nor do they say so 
in there. 


Mr. Pups, They say about 40 percent of that, I think, is on Vet- 
erans’ Administration. 

Mr. O’Net. No, sir. They say that 60 percent of the nonperish- 
ables are already bought yan wes from packers and canners, from 
original sources. The VA subsistence purchases of nonperishable 
subsistence are in that 60 percent, on which the purchase price saving 
is already made. 

What they are saying there is that if they buy the balance which 
the other Government agencies are buying hike VA buys it, they can 
save $1.2 million on that other part. 

Mr. Pures. I think they go a little further than that. I think 
they say if they could buy in larger quantities, if we included the 
other agencies as well as yours, and they bought all of your non- 
a they would then get themselves down in a lower purchase 

racket. 

Mr. O’Nem. But from their figures alone we make that saving on 
the annual business through our three depots of about $6.3 million. 
They say there is $8 million, which is more than that, left, and the 
saving could be made on that without touching the VA program. 

Mr. Puituirs. Who purchases the medicines? 

Mr. O’New. We do. 

Mr. All medicines? 

Mr. O’Net. All medicines for the VA. 

Mr. Puttires. What portion of the medicines purchased for the 
Government does that represent ? 

Mr. O’Neiw. I am not prepared to say exactly. It is approximately 
90 percent, other than Defense—excluding Defense. 

Mr. Putrires. When you exclude the Army, Navy, and Air Force, 
you exclude a very large chunk of medicine purchases. 

Mr. O’Netm. I would have to get that for you before I could an- 
swer, because I do not know what they buy. 

Mr. Putiuies. This committee is not prepared to make any recom- 
mendations on that subject, but my distinguished friend over here 
on my left made a study of the warehouse situation in the United 
States. I have the recommendations of the GSA, not with the thought 
they were to be used with you here, but when GSA itself comes before 
the subeommittee, and I was endeavoring to find out why you cannot 


make some savings by going in with the GSA on this purchasing 
matter. 
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Mr. O’New. Basically the Veterans’ Administration distribution 

rogram is based to a large extent upon the minimum number of 
Sooots which can provide service to our stations in the least possible 
time consistent with the overall cost. 

Mr. Puttures. There seems to be a feeling, which I am unable myself 
to diagnose yet, that vou, as an agency, are holding back from partici- 
pation in the cooperative functions and services set up by the Congress 
under the General Services Administration. That would cover the 
four areas that I talked about yesterday—warehousing, procurement, 
communications centers, phat centers, microfilming, and so forth. 
In some of those it seems very reasonable to this committee to think 
there might be a saving if all agencies used the facilities which Con- 
gress set up for that purpose. 

Do you deny you can make any saving in purchases or warehousing / 

Mr. O’Netw. The thing which I am saying is this, that the additional 
cost to the remainder of our program would be far greater than any 
saving which could be reeked by such a move. 

Mr. Puttrs. That refers to purchasing and warehousing? 

Mr. O’Net. Of subsistence. 

Mr. Puts. How about the other—communications? 

Mr. O’New. I am not familiar with that. 


TELECOMMUNICATIONS SERVICES 


Mr. Puturrs. The Administrator spoke on that. yesterday with con- 
siderable reasonableness, except that this committee does not quite see 
why you have to have such rapid service except in very rare cases. 

ou spoke on that yesterday and spoke also on the necessity of 
pooling calls. 

Mr. Hietey. Would you like to hear what the system is, Mr. 
Chairman 

Mr. Puuies. Yes. 

Mr. Bropvers. We have thought very carefully about communica- 
tion expenses. 

Mr. Putiires. How much do you have in the present budget for all 
of this telecommunications service? 

Mr. Bropers. Approximately $3.8 million this year. 

Mr. Prius. How much did you have in last year? 

Mr. Bropers. $3,968,819. 

Mr. Putases. And what the year before? 

Mr. Bropers. $3,901,833. 

In the VA we have a type of communications problem which is 
common to all Government agencies; that is, the normal administra- 
tive and emergent type of communication which requires use of the 
teletype message or long-distance call between Washington and the 
field stations and between field stations. 

Mr. Prius. Which do you use for the most of them? 

Mr. Broprrs. Our big problem, about 90 percent of our problem, 
is in the field between the hospitals themselves and between the hos- 
pitals and the regional offices. 

The Army Signal Corps’ base teletype service has been used since 
about, 1937. The Army system reached certain places; but, beyond 
that, we have the problem of providing communication facilities to 
our stations beyond reach of the Army system. Take New York 
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State, for example. We have hospitals and regional offices up in that 
area where the only service available is either the Western Gnion or 
long distance. And going back to 1946, we were faced with this type 
of problem: A veteran comes into a regional office, and it is deter- 
mined he needs some emergency treatment. Maybe he has to go to 
the hospital, and the regional office has to locate a bed, and if you 
send a Western Union message to the hospital and say, “Do you have 
a bed?” and wait for a reply to come back, you have a double cost. 

Mr. Puiturs. Why do they not use the telephone? 

Mr. Bropers. That is what they formerly used. As a result, the 
expenditure for long-distance toll calls rose and rose. From a tech- 
nical standpoint, we then tried to devise a better communications 
system which would give to the managers of the stations a good, prac- 
tical substitute for long distance. So we designed an area teletype 
system which was engineered to provide priority teletype message 
service and telecon service. The latter permitted individuals—for 
example, physicians—to go to the teletype machine and carry on a 
written teletype conference of a type which had formerly been 
handled orally by long distance. 

We have rented for a fixed nonfluctuating cost per month teletype 
lines connecting all hospitals and regional offices in a certain area. 
Therefore, if a veteran came into a regional office and required emer- 
gent treatment, the regional office was in a position to go down to the 
teletype machine and ask a hospital a question; for example, “Do you 
have a bed ¢” 

Mr. Paruuirs. I do not think this committee would argue with you 
whether occasionally you would need service of that sort, but it would 
argue with you as to why you do not use the existing facilities of 
GSA, plus commercial lines and plus extension into your other areas 
where you say you cannot get service. Why cannot you get that for 
less than $3 million? 

Mr. Bropers. The answer is this: The $3.7 million covers all forms 
of electrical communication costs including telephone switchboards, 
instruments, telegraph, long-distance and so forth for all VA field 
stations and Washington. Our teletype system today goes to approxi- 
mately 250 field stations, and the GSA system goes to only 51 points. 

Mr. Pures. Do those 51 duplicate 51 of yours? 

Mr. Brovers. Just about; yes, sir. But their system does not do 
the job which we need; that is, to provide written telecone—teletype 
conference service—as a substitute for long distance and priority tele- 
type service. We have discussed that with GSA very carefully in the 
last 2 years and we had a meeting in December between the Adminis- 
trators of the Veterans’ Administration and GSA and it was explained 
how the VA system saved over $200,000 a year in long distance and 
other expensive forms of communication service which we would be 
required to pay if we used the GSA system. This would be required 
because the GSA system is not designed to provide telecone and prior- 
7 service. Furthermore, they have only 51 stations in their system 
when we require service to approximately 250 field stations. 

Mr. Puuurs. How much does it cost GSA to operate the 51 sta- 
tions? Do you have any idea? 

Mr. Brovers. No, sir; I do not. 

Mr. Anprews. Are they only in their regional offices or State offices ? 
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Mr. Bropers. They are primarily in the larger cities. 

Mr. Putmups. Why should not you use those 51, supplemented b 
your 199, either through their service or somehow in conjunction wit 
yours? It seems to me that right there you have a duplication of 51 
stations. It may be you ought to take all of their 51 and operate 
them, but Congress set up GSA to do it. 

Mr. Brovers. Yes, sir; I understand that. As I say, we use the 
Army as our base system, and the Army system parallels GSA and 
vice versa. 

Mr. Pritts. How many has the Army? 

Mr. Bropers. I do not know. They have a considerable number. 
I do not know how many stations are in their system. 

Mr. Hietry. Will you show the chart of the way it is set up? 

Mr. Bropers. These dots [exhibiting chart] represent VA hospitals 
and regional offices. 

Mr. Pihicnine. This is the VA system? 

Mr. Bropers. Yes, sir. This is a combination of the VA and Army. 

Mr. Putiuirs. Do you use the Army system ? 

Mr. Bropers. Yes, sir; we use the Army as our base system. 

Mr. Puitures. Do you pay the Army? 

Mr. Bropers. No, sir. This arrangement has been in effect since 
1937. 

Mr. Putturrs. Do we give you $3 million in addition to what the 
Army pays? 

Mr. Bropers. This $3 million covers everything—telephone switch- 
boards, long-distance calls, telegraph, teletype facilities, and so forth. 

Mr. Privures. Can you break the teletype out of that ? 

Mr. Bropers. Yes, sir. 

Mr. Putts. What would that be? 

Mr. Bropers. Approximately $450,000 a year for telegraph and 
teletype including the rental for our teletype circuits and machines. 

Mr. Puiuies. It looks to me as if you had some locations close to- 

ether on the chart. You have six there in the area which I presume 
is Los Angeles. 

Mr. Brovers. They are the various VA hospitals and regional offices 
in the State. 

Mr. Puituirs. I am not talking about the State. Los Angeles is 
only part of the State. 

se Bropers. Each dot represents either a VA hospital or a regional 
office. 

Mr. Pues. But you have them all around the Los Angeles area, 
and down in San Diego you have one. What is the one that stands 
off to your left? You have six outlets in the city of Los Angeles? 

Mr. Broprers. We have a teletype machine in each VA office. 

Mr. Puiuiirs. How much do you pay for the hire of the machine? 

Mr. Bropers. The hire of the machine is on a flat monthly rental 
basis. In other words, we rent circuits and machines for a flat monthly 
figure and connect all of the stations in an area in on the system. 

Have I made myself clear on that? 

Mr. Puurrs. You have made yourself clear, but you have not con- 
vinced me you have not too many actual outlets in one city. Take San 
Francisco you have 5 or 6 ap there in San Francisco. You have 1 in 
Reno, 1 in Fresno, and halfway down I presume is San Fernando. 
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That is probably Birmingham. Do we have anything at Birmingham 
now ¢ 

Mr. Kersey. I do not think so. They moved to Long Beach. 

Mr. Prius. Well, there is a TB hospital at San Fernando. You 
have stations in all of the local offices in the area of Los Angeles? 

Mr. Broprrs. Yes, sir. There is one teletype machine in each VA 
hospital and regional office. 

Mr. Pururrs. But you have there six teletype machines that you 
could get along without, that cost you money. 

Mr. Bropvers. If you take out the teletype machines, then you have 
to use commercial telegraph or long-distance services which are more 
expensive. 

Mr. Putturres. No. You can pick up the telephone and call Sawtelle. 
If you had your outlet in the regional office, how long would it take? 
It would take maybe 5 minutes longer than it would take to have a 
machine in the hospital itself. 

Mr. Bropers. You are correct, and those local area calls, such as 10 
cents or 20 cents are made by telephone. 

Mr. Puttures. But you are wiring from here to Los Angeles and this 
message, “Do you have a bed?” is going to come into Sawtelle and San 
Fernando. I do not know how you get six outlets out there to get 
emergency calls, because you are not going to park any of your patients 
downtown in the regional office; are you? 

Mr. Bropers. No, sir. 

Mr. Puitiies. Your argument is based on the fact you have to have 
quick action in order to put a patient in a bed or for an emergency 
call. Suppose there was an outlet in the regional office, and somebody 
png up the local phone and called Sawtelle, or San Fernando or 

ng Beach and said “Do you have a bed?” and relayed the answer 
to you; you could save six outlets for whatever it costs you to run 
them a year. 

Mr. Bropers. Right. 

Mr. Puiturrs. Do you mean I am right or you are right? 

Mr. Bropers. You are right and I am right; on those local ¢alls we 
never use the teletype for that. 

Mr. Puituims. Why do you have them, then? You have six outlets 
right there. 

Mr. Bropers. Because there is some business that they would use 
them for. It might be one message a day or two messages a day that 
they would transmit by teletype. They might go to Los Angeles or 
might go to Venice, or they might go to Seattle or come to Wash- 
ington. 

Mr. Putiurrs. From Los Angeles? 

Mr. Bropers. Yes, sir. 

Mr. Puitiirs. You mean they would transmit a message by tele- 
type from Los Angeles to Santa Monica ? 

Mr. Brovers. No; from Los Angeles to San Francisco or to Wash- 
ington or any regional office or hospital. 

Mr. Pures. Now you are down another squirrel hole. We are 
talking about six outlets in the city of Los Angeles. 

Mr. Bropers. They would use the telephone. 

Mr. Pures. Then you are saying you do not need them ? 

Mr. Bropers. I am saying they are needed. 
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Mr. Puuuies. Mr. Higley, you get my point. 

Mr. Hietry. What the chairman is thinking about is why there 
could not be one central teletype outlet in Los Angeles to take care of 
all six installations and the people who might want to use them. 

Mr. Pures. And one in San Francisco? 

Mr. Bropers. That is a very good question. 

Mr. Puiurs. I thought it was a few minutes ago. 

Mr. Bropers. I am sorry if I misunderstood you. This is my first 
appearance; so please pardon me. 

Mr. Putuies. You are doing all right. 

Mr. Bropers. It works like this. e know from past experience 
when you telephone teletype messages back and forth, a clerk is re- 
quired at both points and this clerical cost is greater than the cost of 
teletype operators. 

Mr. Putiuies. In the same city ? 

Mr. Bropers. In the same city; because more time is required by 
clerks in telephoning messages than is required by teletype operators 
to transmit over a teletype machine. Telephoned messages must be 
repeated back or confirmed to insure accuracy but it is not necessary 
to do this when transmission is made over a teletype machine. Much 
of our traffic involves case histories. We tried telephoning messages 
in past years and it was unsatisfactory. One of the things which I 
believe I have not made clear up to this time is that in these area tele- 
type systems we have engineered into it a service known as telecon. We 
are the only agency so far as I know that has engineered into its sys- 
tem teletype message and conference service as well as regular message 
service. 

Mr. Pairs. You mean where you can put on more than one mes- 
sage at one time? 

fr. Bropers. No, sir; where you can talk back and forth over the 
teletype machine instead of long distance. 

For example, the Albany regional office is connected on a circuit 
with other stations in the area. If a veteran comes into Albany and 
has some problem for which they formerly used long distance; we 
now handle it by teletype conference over the teletype system. We 
rent these lines at a fixed cost, and it does not cost any more if we 
use the teletype lines for the teletype messages or teletype conferences. 
As a result, we have reduced our long-distance cost and provided our 
stations with a practical substitute for long distance. The GSA 
with their facilities, between the 51 points they serve, won’t give us 
that service and further will not provide priority service. 

Say, for example, a veteran comes in at Albany and the doctor says 
“We require emergency hospitalization and a bed.” We might have 
to contact several hospitals to obtain a bed. We could contact. these 
hospitals by long distance, for a cost of 98 cents for 3 minutes. In 
other words, the average cost would be 98 cents to each point. Or we 
could use another teletype service known as TWX, and it would cost 
58 cents. But through the facilities we now have, we make the con- 
tact for an average cost of 15 cents a unit. 5 

Mr. Pumps. Per call? 

Mr. Bropers. Per call; that is correct. 

ae teresa Including the annual rental; that pays for the annual 
renta 
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Mr. Brovers. That is correct. And it provides something I think 
this committee should consider for other Government agencies; that 
is, a teletype service designed and operated to provide both a message 
service and conference service. 

Mr. Putiurs. How much would it cost you to send a telegram ? 

Mr. Bropers. Our average cost, using these private lines, is about 
9 mills per word. I think that is approximately correct. 

Mr. Puuuirs. It costs 3 cents to write a letter. 

Mr. Bropers. Correct. Mr. Chairman, I have not made one thing 
clear. Through the use of our teletype facilities, after we got the 
managers interested in using them as a substitute for long-distance 
and other expensive methods, we effected substantial economies. For 
example, in 1949 we sent 85,568 units by Western Union, and it cost us 
$174,348; we sent 135,676 units by TWX. which cost $114,297; 549,- 
642 units over our private-line system, which cost $238,076; and 237,336 
long-distance calls. which cost $327,371. Through our present. system, 
economies were effected, and by 1952 we reduced Western Union to 
£116,367; TWX to $100,349. Private lines increased to $254,404 pri- 
marily because we opened 24 additional hospitals. Long distance was 
reduced to $168,189. 

In summary, our net reduction overall in communications cost was 
$214,778 a year. 

The reason we are reluctant to consider the use of the GSA system 
is because their system is not designed to provide a teletype conference 
service which is our substitute for most long distance and neither 
does it provide coverage for our stations or give priority service. Our 
managers still have the problem of veterans coming in and needing 
emergency treatment. A change to the GSA system would cost us 
more money. That is the substance of it. 

Mr. Putters. That is a very interesting reply. I still think if 
we have 50 outlets for GSA and 250 for you and an unknown number 
for the military, there is some duplication that the taxpayer is paying 
for, even though each of you individually may prefer to have your 
own system. It may be we should say to GSA, “Congress made a 
mistake. You do away with your system and let VA handle all 
messages.” Then we will have an argument from GSA. 

Mr. Bropers. The GSA setup is a good one, and they have a service 
that is just the thing for the Federal Government. They have been 
having it for years. It provides the type of teletype service which 
the Government agencies could not get unless they hed the GSA or 
somebody—in other words, a centralized point. It provides a service 
for the administrative or routine type of teletype message; but where 
there is some particular requirement, for example, the CAA has a 
particular requirement, then it requires a system which is engineered 
to meet the particular requirements. For example, a system like ours 
or the Department of Agriculture’s teletype system. 

Mr. Pauies. How many outlets has Agriculture? 

Mr. Bropers. I am sorry. I do not know. 

Mr. Puuasirs. I am inclined to suggest that this gets a little bit too 
large a decision for this committee to make in connection with you 
alone, and we had better refer it to GAO or somebody to make a com- 
plete study of all of the outlets and systems we operate in the Govern- 
ment at an expense to the patient taxpayer, but not too patient. 
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Mr. Bropers. I have been in this business for 45 years, and I have 
heard said for the first time just what you are dealing with there. 
If some overall group could make a study of all of these communica- 
tion systems and come up with something practical so we could con- 
duct our business through one system, we would be saving the tax- 
payer money. 

Mr. Anprews. Who furnishes these lines? 

Mr. Bropers. Either the American Telephone & Telegraph Co. or 
the Western Union Telegraph Co. 

Mr. Anprews. What do you do—lease the line? 

Mr. Bropers. Yes, sir. 

Mr. Anprews. For so much per year? 

Mr. Bropers. For so much per month. 

Mr. Anprews. After you lease that line, can you send messages over 
it as you need to? 

Mr. Bropers, Yes, sir. 

Mr. Anprews. All for that same cost? 

Mr. Broprrs. All for that same cost; yes, sir. 

Mr. Anprews. On what is that rental based—mileage? 

Mr. Broprrs. Mileage; yes, sir. In addition to the message, we 
can have a teletype conference on it, too, which is a substitute for 
long distance. 


TYPES OF SERVICE-CONNECTED CASES ON JUNE 30, 1953, AND ON 
JANUARY 31, 1954 


Mr. Puitures. Now let me ask a question which I thought had been 


covered and has not. You have testified there are now 107,442 veterans 
hospitalized. That is as of the nearest date? 
r. Baker. That is right. 

Mr. Puriuirs. How many did you testify were hospitalized on 
June 30, 1953? 

Mr. Baxer. In the neighborhood of 97,000. 

Mr. Puuurrs. In other words, approximately 10,000 veterans have 
been admitted to the otnienie: ket is, an average of 10,000 have 
been hospitalized—since then. That is an increase in the patient load. 
Now, this committee would like to have a statement, as a third item, 
showing of that average of 10,000, or whatever the total is to mike 
the average, how many of those are non-service-connected veters.ns. 

Mr. Scuoren. That 10,000 is the increase as of January 25, 1054, 
over June 30, 1953. We could give you the service-connected com- 
position related to the 107,000 and the service-connected composition 
as related with the 97,000. Would that do? 

Mr. Puruirs. Yes. 

Mr. Jonas. Could not you tell us of the number you have admitted 
since last June 30 how many were service coumeaneat 

Mr. Scuoen. The number of admissions necessarily would not relate 
to the 107,000. We could give you the status of the admissions made 
from June 30 to the present time in terms of service connected and 
nonservice connected, 
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Mr. Puimutrs. Mr. Jonas is right. The only difference between 
Mr. Jonas’ question and mine, and the reply we are going to get, is 
that you are gomg to have a large number of service-connected people 
in that number. They would have been admitted, anyway, no matter 
what the situation was and, in effect, the total of admissions increase 
has to do with non-service-connected veterans; does it not? 

Mr. Scnoen. No, 

Mr. Prius. You have consistently testified that all service con- 
nected are being taken care of. 

Mr. Scuoen. If you make that basic deduction, then, of course, in 
the increase of patient-load experienced from June 30, 1953, to Janu- 
ury 25, 1954, you could say we would have provided for all service- 
connected cases, since they have priority; the increase could be attrib- 
uted to the non-service-connected cases. 

Mr. Jonas. Therefore, the entire 10 percent, it could be said, were 
nonservice connected ? 

Mr. Scuoen. That infers we are talking about specific individuals. 
If you say the increase could be attributed to the non-service-connected 
cases, but related to specific individuals, no, because we admitted all 
service-connected cases who applied. 

Mr. Puixiies. You get the figures you consider as being in reply to 
the question, and we will see where we go from there. 

Mr. Scroen. I posed two answers, to compare the composition of 
the patient load, June 30, 1953, with January 25, 1954, or the compo- 
sition of the admissions since the base period in terms of service con- 
nected and nonservice connected. Now, which do you want? 

Mr. Puinures. The composition of the patient load in toto. 

Mr. Scuorn. Compared for the two time periods. One would be 
June 30 compared to now. 

Mr. Puutturres. The latter you can get very easily; the first one 
you would have to do a little work on. 

Mr. Scroen. We will work out the answer to your question. 

(The information requested is as follows :) 


Patients remaining in ‘A hospitals, by type of bed occupied and eligibility status, 
June 30, 1953, and Jan. 31, 1954 


June 30, 1953 Jan. 31, 1954 
Type of bed occupied by patient Service connected Service connected 
Total Total 
Number | Percent Number | Percent 
96, 457 35, 818 37 106, 379 38, 977 37 
cd 13, 172 4, 500 34 14, 274 4. 537 32 
43, 794 24, 207 55 45, 583 25, 769 57 
Other psychiatric. ...............- 2, 333 962 41 3,010 1,193 40 
2. 320 511 22 2, 933 617 21 
AYER aes 17, 953 2, 595 15 21, 143 3, 179 15 
 . > Sareea 14, 980 2, 329 16 16, 911 804 17 
995 417 42 1, 152 438 33 
Physical and medical rehabilita- 

910 297 33 1,373 440 32 
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Admiral Boonr. Mr. Chairman, you evidenced an interest about the 
transfer of chronics. I have investigated that. We have transferred 
3,000 chronic cases into our hospital system to date, which is a 
very definite accomplishment, and we have 2,000 yet to transfer of 
that chronic type that you referred to as the intermediary type. 

on But does it not take quite a load off of your NP hos- 
pitals 


POLICY REGARDING OPENING OF BEDS 


Admiral Boonr. Yes, sir. Mr. Chairman, I cannot leave this con- 
ference room without making a statement. Never in my long years 
in the Government and in my present position, which I never sought 
nor wanted and which anybody can have whenever he wants it, have I 
been castigated the way t was castigated yesterday. I have been ac- 
cused of using pressure to make patients come to VA hospitals and 
of opening beds just to spend money. I have had similar attacks di- 
rected at me from some colleagues in the medical profession—mem- 
bers of the National Medical Veterans’ Association—and all these at- 
tacks are absolutely without foundation. In my message of July 
15, 1953, there can be read no such directive or intention. 

This accusation is illogical when you consider the fact that we have 
as of December 31, 1953, about 2,200 hospital beds which were closed 
because of lack of patient demand. We have opened beds only when 
necessary to meet patient demand, and I can safely say that no veteran 
was coerced into being a patient ina VA hospital. In your own com- 
mittee I was asked why I would take this job and why I was willing 
to remain in it, and my answer is for the love of my country. And 
that is the only reason Iam here. But I do not have to be here in my 
position in the Government. 

Mr. Puiuies. I will quote from the doctor’s (Admiral Boone’s) 
telegram. I will read the entire telegram so that nobody will accuse 
me of leaving anything out. This is the priority telegram: 


VETERANS’ ADMINISTRATION, 
July 15, 1958. 


Managers, All VA Hospitals, Regional Offices, and Domiciliaries, All Area 
Medical Directors: 

At recent hearings before congressional appropriations committees the status 
of the VA hospital program was fully examined and its needs were fairly 
appraised. As a result, the Congress has indicated its intent to provide suffi- 
cient funds for more complete utilization of VA hospital facilities, thereby 
permitting hospital care sufficient to provide more adequately for the needs 
of sick and disabled veterans. This fact has direct implications for all of 
us in the VA hospital program. We must recognize these implications at once 
and begin to act on them immediately. The size of the intended appropriation 
for the VA hospital program implies congressional intent that a greater number 
of sick and disabled veterans be hospitalized by VA, whether they be young or 
old, acutely or chronically ill. Within the limits of available funds, hospitals 
will be provided the financial means to enable them to operate the number of 
beds needed to accomplish this. The means having been provided, the burden 
is now on us—to hospitalize eligible veterans and to give them the best medical 
care possible. The utmost cooperation and interaction of VA hospitals, regional 
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offices, area medical directors, and central office are required. The full utiliza- 
tion of our beds necessarily requires close liaison and cooperation between 
hospitals and regional offices. A mutual understanding of the medical and 
administrative problems common to both is a requisite to the cooperative efforts 
which must be made by each to insure continual maximum utilization of 
VA beds. 

In the expansion of your patient load which increased funds will now make 
possible, you should not overlook the group of veterans with medical, surgical, 
or neurological disabilities of a geriatric nature. Geriatric illness is rapidly 
becoming one of the major medical problems in the United States. It is now, and 
will become in greater measure, a particularly pressing problem for VA, in what 
is actually a very near future. The veterans’ population is a relatively fixed 
and aging one with an increasing incidence of the geriatric diseases. In order 
to become more familiar with these diseases it is essential at the present time to 
begin to develop policies governing admission of patients with such conditions 
if we are to be prepared to cope with them in increasing volume and to set up 
bed services to provide for them. 

I propose to suggest at a later date other areas of patient needs to which 
special attention must be devoted. It was explained to Congress how limitation 
of funds resulted in idle beds which we could not operate and how this made it 
impossible for us to meet adequately the needs of veterans. Congress has now 
indicated its intent to provide a remedy. We shall meet the challenge now facing 
us—to care for all sick and disabled veterans eligible for and in need of hospital 
treatment—to merit the confidence publicly expressed. I ask you and your staff 
to proceed at once to develop means for increasing your occupancy and for 
reactivating any closed beds, by adjusting your local hospital policies and 
methods, to admit and care for as many as possible of the sick and disabled 
veterans who have called upon us for needed hospital care. 

J. T. Boone. 

Signed and dispatched July 15, 1953, Department of Medicine and Surgery. 

Now, 1 of 3 things is possible: 1, the telegram was unnecessary at 
best and has no meaning; 2, there has been read into it, not onl y by out- 
siders but people at your hospitals, that this was an instruction from 
you to go out and fill the beds; or, 3, that there has been a very com- 
plete misunderstanding of the whole situation on the part of this com- 
mittee, of the ote committee, of your managers, and a great 
many other people, which perhaps should be cleared up by you. 

Which one do you prefer to take? 

Admiral Boone. Mr. Chairman, the area medical directors and 
their administrative assistants were called to Washington so that 
there would be no misunderstanding. I explained in the hearings last 
year what would be required to do respecting the 2,300 beds. We re- 
activated the beds, and I told the staff, without any coercion, that we 
must hospitalize every veteran who had need of hospitalization and 
had legal and medical eligibility; and to hospitalize no veteran who 
did not need hospitalization and had no legal eligibility. I emphasized 
I wanted no patients who would perpetrate fraud on his Government. 
And that is the essence of the instructions given. 

Mr. Hietry. I went into this rather carefully when I heard the 
criticism, and I think there are two points which may have caused 
difficulty. One is that there is no reference to this 24,000 waiting pa- 
tient load, and that is the background of this instruction, as Admiral 
Boone tells you. The job was to work this backlog down. That was 
Congress’ intent, to reduce the number of veterans on the waiting list. 
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And that is what Admiral Boone is referring to. What might have 
exercised some people is that they did not hook it up with the backlog 
we wanted to get rid of, to which Admiral Boone is referring. They 
seemed to think we were going out to drum up some patients, which, 
of course, is not true. 

= Pures. Do not you think that could be read into that tele- 

am 
Mr. Hictey. I would say the only thing lacking there is simply the 
— that we must eliminate as much-as possible of this 24,000 

acklog. 

Mr. Pentkers T do not find anything in there on that. 

Mr. Hietuy. That would have made it clearer. The other thing 
complained of is the reference to taking care of chronics. I forget 
just how it was expressed. And I concede that in discussing it with 
Admiral Boone, and as he now states, that was to serve notice on all 
of those doctors that they are to take them as they come and, under 
no circumstances, were they to show preference to patients that were 
clinically more interesting. 

Mr. Purtuirs. Of course, that did not refer to the 24,000. 

Mr. Hicetey. It did refer to the 24,000. 

Mr. Puuures. But not specifically. And since it is somewhat am- 
‘biguous, tell me what was the great urgency for sending it out? 

Admiral Boone. I wanted to explain to the staff the Congress had 
confidence in our estimate of the amount of money we needed, and 
having given us the money it was up to us to deliver the goods. 

Mr. Putiures. I do not find anything at all in the telegram that 
tells them to be more careful than they had been in the past about 
taking nonservice connected in the hospitals who could pay for their 
hospitalization in private hospitals or who had money or could get 
assistance, which had brought the Veterans’ Administration under 
criticism in the past, because they were being cared for when there was 
question of their actual right to care, 

Mr. Hietry. That was the basic instruction. 

Admiral Boon. And the Administrator spoke about the chronic 
cases. We have been under attack that we were screening out chronic 
cases. I wanted management to understand it was a question whether 
the man who needed hospitalization had eligibility. It was not 
whether they could take care of themselves. There is nothing in the 
law which defines categories of diseases for purposes of hospital ad- 
missions. I wanted to make sure they took the run of the mill into 
the hospitals, no matter whether it was chronic, acute, interesting or 
uninteresting, as long as they had eligibility and required medical 
attention. 

Mr. Hictry. There is one point you brought up which intrigued 
me—the point you raised as to the expense of sending out messages 
intrigued me tremendously, because I saw many going out that did not 
show the urgency that you would think. 

Now, Mr. Broders, will you tell them how it works? You told me 
that in many of those messages we send out it is cheaper than sending 
ne ane by mail, because of free service over the line. Is not that 
right 
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Mr. Bropers. It works like this. We rent these lines on a flat basis 
and can use them all we want. So whether you send 10 messages or 
5,000 makes no difference. 

Mr. Jonas. Are you testifying that this telegram would cost more 
money to send out by letter? 

Mr. Bropers. No, sir. 

Mr. Jonas. That is the point. 

Mr. Puruirs. Mr. Broders is testifying that they have a wire serv- 
ice, anes they are paying for it and might as well use it as much as 

ossible. 

What we are interested in is why this telegram was necessary; why 
did it have to be sent as a telegram rather than as a letter, and why 
did not it say what you now testify it was supposed to say. 

Is that now all cleared in the record to the satisfaction of Dr. 
Boone and Mr. Higley ? 

Mr. Hierry. The idea of sending a telegram apparently is not as 
repugnant as I thought it was. It is not like we are paying a new 
cost. We are paying a certain basic cost, anyway. I have seen wires 
go out that I did not think were urgent, and I was told it was just 
in the way you or I would look at it. 

Mr. Puriuies. Putting aside all questions of cost, do you still think 
that telegram was urgent ? 

Mr. Hietry. I do not know what the situation was right at that 
moment, what feeling of urgency there might have been. 

Admiral Boone. I think it counted in the accomplishment of this 
mission. The appropriation bill was signed by the President in July. 
We were well along in the first month of the quarter. 

Mr. Puttires. If it was so urgent, then, why did you wait until 
July 15? 

Admiral Boong. I think Mr. Baker can answer you on the time it 
was sent out. 

Mek Baxer. The appropriation bill was not passed until the 27th 
of July. 

amined Boone. We had this conference with the area medical per- 
sonnel right away, and this message went out subsequent to that. 
There was no timelag. 

Mr. Jonas. I have never seen this telegram until you presented it 
today, and I never heard the subject discussed until this morning; so 
I have a perfectly objective approach to it. I cannot understand 
what you mean by this language: 

This fact has direct implications for all of us in the VA hospital program. 
We must recognize these implications at once and begin to act on them 
immediately. 

Admiral Boonr. You remember at the hearings last year there was 
reference to the 2,393 closed beds and considerable discussion of the 
item. The implication was that we should act expeditiously. 

Mr. Jonas. About what? 

Admiral Boonr. Activating those beds that were closed, since the 
money was provided to do it and the patient potential was there. 
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Mr. Jonas. Is not that the very point the chairman made, that you 
were telling them to go out and fill up the beds? 

Admiral Boonr. That is the requirement we had to activate beds. 

Mr. Jonas. But you did not have to do that by a telegram. The 
whole implication I read into this is exactly what the chairman has 
pointed out, that what you were doing was getting a quick jump on 
the thing and telling these managers to go out and fill the beds up at 
the earliest possible date. 

Admiral Boonr. As I explained, we were still in the first quarter-—— 

Mr. Puitiirs. Where is there any obligation on you in the bill 
which says that you have to keep every bed in a hospital filled? 

Admiral Boonr. You wanted us to take care of the waiting list we 
had then of 24,000, and we had 2,393 closed beds. You gave us the 
money to do it and the direction to do it, to take the chronic—you say 
the “eligible.” We cannot, according to the law, challenge a man if 
he says he cannot afford to pay. That makes him eligible. 

Mr. Purtaims. We know that. There is nothing in your telegram 
that changes that sitnation. 

Admiral Boonr. No. 

Mr. Jonas. We gave you the extra money, because we thought that 
money would be required to take care of the cases we should take. so 
to speak. You did not have to tell your managers by a telegram to do 
anvthing;: did you? 

Admiral Boonr. Oh, yés, indeed. 

Mr. Jonas. I cannot understand why. 

Admiral Boone. You had provided the money, and we had to go 
out then and recruit staff. You do not get them overnight. 

Mr. Scnoen. There was a replanning job. The hospitals were 
geared to take care of so many patients, and it was necessary to do a 
replanning job. Part of it was a recruitment job to get doctors, nurses 
and ancillary personnel. This telegram was simply one step in replan- 
ning to meet the intent of Congress, and the needs of sick veterans. 

Mr. Jonas. But you did not give the same instructions necessarily 
to each hospital. They would not all need an additional staff. That 
would require individual instructions to the different hospitals. 

Mr. Scuorn. There were individnal instructions. 

Admiral Boone. Each hospital did make a study of their require- 
ments, and what thev would need to activate the beds. Take the 
subject Mr. Phillins brought up about the transfer to Albany, Buf- 
falo, and others. This was accomplished to make room for patients, 
particularly NPs, into hospitals like Northport and Montrose. 

Mr. Jonas. This telegram is labeled “Priority.” What does that 
mean? 

Mr. Broprrs. Thev use a standard form. 

Admiral Boonr. It was not a telegram. 

Mr. Jonas. It savs on its face it is. 

Mr. Pumps. The committee will come to order. 

When we recessed at the morning session T said that there were 
still 2 questions, 1 of which had a relation to the guards, and the 
= to the hospital sites and real estate. I will take up the latter 

rst. 
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LAND ACQUISITION UNDER HOSPITAL CONSTRUCTION PROGRAM 


Under Public Law 149, and at times on the floor, I suggested that— 
a review should be made of the hospital situation to include an investigation 
of locations Where the Veterans’ Administration owns lands without a speciiic 
program that a hospital be built, the Veterans’ Administration to make a rec- 
ommendation to the Congress by February. 

The letter that I hold in my hand is a letter addressed to Mr. Taber 
as chairman of the committee, signed by Mr. Higley as the Adminis- 
trator, dated February 1, 1954, and if there is no objection I will put 
the entire letter in the record. 

It starts with the statement of the original authorization after 
World War II, the expansion of that at several periods in 1948 and 
subsequently, changes in the policy, first due to the discovery that we 
would not need as many beds as had been estimated presumably on 
the basis of the after conditions of World War I but that had not 
been found to apply quite the same to conditions after World War 
II, I presume, though it does not say so in the letter, and a change 
in the handling of cases such as TB cases, for which we needed 
many beds after World War I and not now. 

I might read from page 2: 


Titles to the remaining 16 sites have been acquired by the Government and are 
identified as being located in the following cities : 


(TB) Americus, Ga. (GM) Harrisburg, Pa. 
(GM) Charlotte, N. C. (NP) Houston, Tex. 
(GM) Chattanooga, Tenn. (GM) Klamath Falls, Oreg. 
(GM) Decatur, Tl. (GM) San Diego, Calif. 
(GM) Duluth, Minn. (NP) Norman, Okla. 
(GM) Gainsville, Fla. (GM) Tallahassee, Fla. 
(GM) Grand Rapids, Mich. (NP) Toledo, Ohio 
(GM) Greenville, 8. C. (GM) Tupelo, Miss. 
* * * * * * 


In summary, the VA has not formally declared 4 of these sites excess, has au- 
thorized disposal of 1 site, and transfer of 1 site to Department of Defense, 
leaving GSA withholding disposal action on 10 sites pending a determination of 
future requirements by VA. 

I wanted to get that in the record, and I have no further questiens 
about it. It is a completely self-explanatory record, but I wanted to 
do it in such a way that if any other member of the committee had a 
question he might ask it. 

(The letter above referred to is as follows:) 


Fesruary 1, 1954. 


Hon, TArer, 
Chairman, Committee on Appropriations, 
House cf Representatives, Washington, D. C. 


My Dear Mr. Taser: Public Law 149, 83d Congress, under the appropriation 
item for “Hospital and domiciliary facilities,’ which appropriated funds for 
plannirg and for extending facilities under the jurisdiction of the Veterans’ 
Administration, also carried the parenthetical phrase “including a survey of the 
hospital-construction program.” Further reference was made to this survey in 
the conference report accompanying H. R. 5690 on page 5, which reads in part as 
follows: “* * * and enable VA to conduct a survey of the hospital-construction 
program and the sites owned by them and report by February 1, 1954.” Con- 
gressman Phillips, in his remarks on the floor of the House as reported in the 
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Congressional Record for Monday, July 20, 1953, page 9516, stated in part as 
follows: “* * * that a review should be made of the hospital situation, to include 
an investigaticn of locations where the Veterans’ Administration owns land 
without a specific program that a hospital is to be built. The VA is to make a 
recommendation to the Congress by next February.” 

The following report is submitted in accordance with the desires of the 
Congress as expressed by the above quotations. 

1. Soon after World War II Congress authorized a hospital-construction pro- 
gram for the Veterans’ Administration to provide 53,574 beds for the care of the 
expanded veteran population. This program consisted of 90 new hospitals and 
9 additions to existing hospitals, 

2. The hospital-expansion program was reevaluated late in 1948 in the light 
of experience gained in the 3 years since the end of the war. At that time it was 
determined that the estimate as to the need for hospital beds made during and 
immediately after the war was considerably larger than actually had proven 
necessary. 

3. As a result, on December 20, 1948, the President of the United States ap- 
proved the recommendation by the Bureau of the Budget to curtail the program 
by approximately 16,000 beds, which was accomplished by the cancellation of 28 
new hospital projects, the reduction in the planned capacity of 14 additional 
hospitals, and the increase in the planned capacity of 1 hospital and the can- 
cellation of 1 addition to an existing hospital. 

4. Of the hospitals which were canceled, sites had not been acquired at New 
York City, N. Y. (rehabilitation), Thomasville, Ga., and Memphis, Tenn. A 
subsequent administrative decision resulted in the use of the Salisbury, N. C., 
site for construction of the hospital that had been approved in the program for 
the North Carolina area. 

5. The sites for hospitals at Detroit, Mich., and El Paso, Tex., were acquired 
by condemnation but since the proceedings were not completed, title to the 
land was revested to the former owners; therefore, disposal is complete as con- 
cerns those two sites. The site for the hospital at Mound Bayou, Miss., was in 
the process of acquision when the construction program was canceled and title 
to the land was never vested in the Government. The above 7 sites having 
been accounted for leaves 16 sites under consideration. 

6. Titles to the remaining 16 sites have been acquired by the Government and 
are identified as being located in the following cities: 


(TB) Americus, Ga. 

(GM) Charlotte, N. C. (NP) Houston, Tex. 

(GM) Chattanooga, Tenn. (GM) Klamath Falls, Oreg. 
(GM) Decatur, Il. (NP) Norman, Okla. 

(GM) Duluth, Minn. (GM) San Diego, Calif. 
(NP) Gainesville, Fla. (GM) Tallahassee, Fla. 
(GM) Grand Rapids, Mich. (NP) Toledo, Ohio 

(GM) Greenville, 8S. C. (GM) Tupelo, Miss. 

(GM) Harrisburg, Pa. 


7. Concerning the hospital sites enumerated in the preceding paragraph, those 
at Grand Rapids, Mich.; Houston, Tex., and Tallahassee, Fla., have not been 
reported to General Services Administration as being excess to the needs of the 
VA. The site at Gainesville, Fla., was reported to GSA as excess to the needs 
of the VA but subsequently withdrawn from excess category. The remaining 
12 sites have been formally reported to GSA as excess real property but the 
latter agency, at the request of the VA, is withholding final disposal action pend- 
ing further advice from this office. On December 1, 1953, I approved a recom- 
mendation to declare the site at Charlotte, N. C., excess to our needs, and GSA 
was so notified by letter dated December 11, 1953. By letter dated December 238, 
1953, the Director of the Bureau of the Budget advised me that the President 
had approved the transfer of the property at Norman, Okla., to the Department 
of Defense. 

8. In summary, the VA has not formally declared 4 of these sites excess, has 
authorized disposal of 1 site, and transfer of 1 site to Department of Defense, 
leaving GSA withholding disposal action on 10 sites pending a determination of 
future requirements by VA. 
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9. The VA has an authorized program of 174 hospitals, with a total con- 
structed bed capacity of 128,536 beds. These hospitais will be of the following 
types (beds of all types are located in any given hospital, but the hospitals are 
classified as to type of beds which predominate.) The tabulations included 
herein are by type of hospital and show the total of all types of beds at these 
hospital : 


Number of | Constructed 
hospitals beds ! 


Type of hospital: 
G. M.and 8 61, 896 
8, 917 

57, 7: 


128, 536 


1 Constructed beds.—Defined as the basic number of hospital beds contained in hospital buildings under 
normal conditions for patient occupancy in accordance with building design. 


The above figures represent the final ultimate program as now authorized 
including all new hospitals, either under construction or in planning stages, 
additions, conversions, and replacements. 

10. There are now in operation 168 hospitals of the following general classi- 
fications : 


Number of | Constructed 
hospitals beds ! 


Type of hospital: 


54, 166 


124, 785 


11. There are now under construction : 


1 NP hospital 

4 GMS hospitals 

— TB hospital 

1 GMS addition (Dallas) 

5 hospitals (plus 1 addition) 


12. Appropriations have been obtained for starting work on the following hos- 
pitals: 
Cleveland—authorized as a 1,000 bed NP hospital. 
San Francisco—authorized as a 1,000 bed NP hospital. 
Topeka—authorized as a 1,000 bed NP hospital replacement. (Plans provide 
for 1,004 beds.) 
Houston—authorized as a 125 bed TB and 125 bed NP addition. 
13. Of the new hospitals authorized, for which sites have been acquired, there 
remain the following two hospitals on which construction has not been started 
and, up to the present, no appropriations provided : 


Cleveland (G. M. and S.—replacement) 
Washington, D. C. (G. M. and S.—replacement) 


All above figures in paragraphs 10, 11, 12 and 13 are included in totals shown 
in paragraph 9. 

14. When the hospitals listed above have been constructed the presently au- 
thorized expansion program will have been completed. 


1 Constructed beds.— Defined as the basic number of hospital beds contained in hospital buildings under 
norma] conditions for patient occupancy in accordance with building design. 

Beds 

Beds 
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15. I am informing the General Services Administration that all of the Goy- 
ernment-owned sites (in addition to Charlotte, N. C. and Norman, Okla.), listed 
in paragraph 6, are excess to the needs of the Veterans’ Administration and dis- 
position action should be instigated accordingly. 


Sincerely yours, 
H. V. Hietey, Administrator. 


GUARDS AT VETERANS’ FACILITIES 


Mr. Puitures. If there are no questions on that I will turn to some- 
thing which does require an answer. ‘This is a letter from the father 
of a patient at, I presume, the Kingsbridge Hospital in New York. 
He has no complaint of hospitalization or treatment, but he calls at- 
tention to the fact that Veterans’ Administration appropriations have 
been cut and he observes what I myself have observed at several hos- 
pitals, and he asks this question : 

How can the Veterans’ Administration officials justify the tenure of guards 
at all Veterans’ Administration hospitals? 


That is his question. I assume by “tenure” he means keeping the 
guards in view of the cuts in the budget. 
He asks: 


Is there anything in the Veterans’ Administration Act which calls for hos- 
pitals to be run as prisons—with gates and guards? 


He ealls attention to the fact that: 


At Walter Reed Hospital—which is much larger than any Veterans’ Admin- 
istration hospital—there is one sentry at the gate, and this is because it is a 
military post. 


He says: 


Please compare this with Kingsbridge Hospital in New York where there must 
be at least 15 guards at the gate which must cost at least $80,000 yearly (sal- 
aries and administrative expenses, etc.). I doubt if the Brooklyn Navy Yard 
has that expense for gate sentries, and that is a place where gate guards are 
necessary. 


He comments: 


I never saw a guard at a private hospital—only at mental institutions and 
prisons. 


He comments that they examine packages visitors may bring in, 
presumably to keep out dope, and he comments it is hardly likely that 
a visitor would carry dope in a package subject to inspection, and fur- 
thermore that you could pass a package through the fence any day. 

He comments finally that if this is a characteristic situation and you 
multiply $80,000 by the number of hospitals you have a staggering 
sum which could be used to further retrench or to provide additional 
nurses, orderlies, or facilities for the veteran patients. 

Would you care to comment on that, Mr. Higley ? 

Mr. Hietry. Mr. Stevens could perhaps comment on that. 

Mr. Pritiirs. Mr. Stevens, how many guards are there at Veterans’ 
Administration hospitals ? 

Mr. Srevens. There are 1,184 guards at the 168 hospitals. That. 
averages 7 guards per hospital. 
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Mr. Putuirs. Does that include all categories of hospitals? 
Mr. Srevens. Yes. 

Mr. Pumutrs. Then I think you had better break it down between 
the classes of hospitals because obviously you would need more at NP 
hospitals than at G. M. & S. hospitals. 

Mr. Srevens. That is true. We have more guards at NP and at 
domiciliary facilities. 

Mr. Putuirs. Why do you need more at domiciliary facilities? 

Mr. Stevens. We have a responsibility for checking the members, 
as I understand it, in and out. 

Mr. Purtures. You mean some of your patients may leave and not 
-come back ? 

Mr. Srevens. Members are sometimes restricted to the grounds and 
not permitted to leave, so that they do need guards at the gates. 

Mr. Puituirs. You do not have many domiciliaries, so they will not 
take many of your guards. What is the average number of guards 
at the G.M. & S. hospitals? 

Mr. Srevens. The minimum number we can operate with is five. 
That gives service around the clock and they are used not only as 
guards at the gates; in fact, at many of our hospitals we do not have 
guards at the gates. They patrol the buildings and grounds as pro- 
tection against fire and are available in case a disturbance occurs. 

Mr. Puiures. The guards I have seen have been at the gates. I 
imagine the same thing struck the writer of this letter, that you seem 
to have a good many at the gates. 

Mr. Srevens. I understood his statement to be there were 15 guards 
at the gate at Kingsbridge Hospital. 

Mr. Putuies. The writer said at Kingsbridge Hospital there were 
15 guards. I do not believe he said at the gate. How many do you 
have there? 


As of November 30, 1953, there were 1,184 guards on duty at 175 hospitals 
and homes, broken down as follows: 


The above table includes 35 guards at 6 standby hospitals. 
The Kingsbridge Hospital employs 14 guards and 1 chief of protective section, 
utilized as follows: 

To direct the traffic at the main gate, control parking areas, to cover secondary 
entrances during peak hours of ingress and egress and visiting hours, it requires 
2 guards on duty on the entrance during each of the 2 shifts falling into the 
period from 8 a. m. to 12 midnight for the proper protection of patients, per- 
sonnel, and Government property. Two additional guards are required during 
the 8 a. m4 p. m. shift, and 1 additional guard during the 4 p. m.—12 midnight 
shift for security and fire-detection purposes throughout the many buildings 
on the hospital grounds, such as administration, hospital, recreation, and storage 
buildings. During the balance of the day, from 12 midnight to 8 a. m., the 
requirements are met with 2 guards. On a 40-hour-workweek basis, in order 
to cover the above functions 7 days a week, 9 men with relief by 5 men, or a 
total of 14 guards, are required. 
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Mr. Puuuies. I think that would be a good thing to look into. 
Admiral Boone. May I comment on the Kingsbridge Hospital? 
Kingsbridge Hospital is in the Bronx. It is almost in the center of 
New York. There isa big problem there. I am sorry I do not know 
how many guards we have there, but they play a part in security, fire 
protection, protection of Government property, and other things which 
are their main functions. We are taking more and more guards off 
the gates. I have just visited several hospitals where they are reduc- 
ing the number of guards at the gates. 

Mr. Puitutrs. Did you ever notice a coincidence in these hearings, 
that whenever we call attention to something like the excessive number 
of guards, almost invariably the VA is just doing something about 
that; it is just reducing the number of guards. 

Mr. Hietry. What would you consider a reasonable number of 
guards for 168 hospitals? 

Mr. Pututps. I have no idea. Mr. Stevens says you have to have 5 
at each hospital to take care of it around the clock, and you have an 
average of 7, which includes all types of hospitals. You do not have 
to have very many at TB hospitals? 

Mr. Stevens. No. 

Mr. Anprews. Is that guard the only employee on the outside of the 
hospital at night? 

Mr. Srevens. Yes. 

Mr. Anprews. He is a watchman as well as a guard? 

Mr. Srevens. Yes; more of a fire guard than anything else. He 
patrols the buildings at night and around the grounds. 

Mr. Anprews. Is the main gate locked at night? 

Mr. Hietry. No. At many places they do not have a gate. 

Mr. Puitures. Is there a fence at Kingsbridge Hospital ? 

Admiral Boonn. There is a partial wall only. I am sure during 
wartime there were many more guards and we have been constantly 
reducing them. 

Mr. Putiutrs. That is all I have on both questions and unless some 
member of the committee wants to ask questions on them we will turn 
to page 30. 


GUARDS AT DOMICILIARY HOMES 


Mr. Tromas. I am inferring from your remarks you have an incre- 
ment of guards at domiciliary homes. What authority can you exer- 
cise to restrain a man from coming and going if he wants to? 

Mr. Stevens. That is a little out of my area, but I happen to know 
from my experience that the manager there does have control over 
the members—not the patients—in coming into and leaving the 
grounds, and particularly when for punishment purposes they are 
restricted to the grounds. 

Mr. Tuomas. What authority have you to restrict them? 

Mr. Opom. That was in the law with respect to the old National 
Homes which was a corporation which had general powers of a 
corporation to manage the affairs of the homes. The act of July 2, 
1930, which transferred the homes to the then created Administration. 
transferred the powers of the corporation to the Administrator of 
Veterans’ Affairs and he has authority to hold court on these reserva- 
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tions, and to prescribe punishment for violation of the domicilitary 
regulations. 

Mr. Tuomas. Is that law still in effect ? 

Mr. Ovom. Yes, sir. If it were not, he would have a great deal of 
difficulty running the domiciliaries, because—I would rather this be 
off the record. 

(Discussion off the record.) 

Mr. Anprew. Are the patients subject to the jurisdiction of the 
manager ? 

Mr. Opom. These are members. 

Mr. Putters. What do you mean by a member as opposed to a 
patient? 

Mr. Opom. A member is a domiciliary resident. A patient is ad- 
mitted for medical care. 

Mr. Anprew. Is a member an employee ? 

Mr. Ovom. A member may be a part-time employee but he is ad- 
mitted as a member. Section 208 of the World War Veterans Act 
gives the Administrator authority to appoint the guards and to give 
them police powers on the reservations. 

Mr. Pures. I think you had better explain this member business. 
We can understand it when it applies to a private home or fraternal 
home, because a man who goes into the home makes application and 
usually gives up all his assets in return for which he becomes a mem- 
ber or whatever you choose to call it of the home, and the home has 
agreed in return to give him care and a home for the rest of his life. 
Do you mean to say that in a veterans’ home a veteran goes to the 
home and turns all his assets over to the home ? 

Mr. Ovom. No, but he signs an application which carries with it 
an agreement that if he dies without heirs his personal estate auto- 
matically goes to the post fund under Public me 382 of the 77th 
Congress. 

Mr. Tuomas. He signs that like he signs that pauper’s oath. He 
does not know what he is signing most of the time. 


GENERAL POST FUND 


Mr. Patties. What do you mean by post fund ? 
Mr. Ovum. It goes into a trust fund in the Treasury of the United 
States for the benefit of all VA hospital or domiciliary patients. 

Mr. Putiuirs. What do they use it for? 

Mr. Ovum. They give them extra comforts and things of that kind. 

Mr. Pures. What is the size of that fund at the present time? 

Mr. Ovom. The finance people will have to give you that. 

Mr. Baker. About $800,000 in cash and about $2,660,000 in 
securities. 

Mr. THomas. What about the average patient going there for 2 or 3 
months? 

Mr. Ovom. The patient is a little different, although a patient also 
signs that same sort of agreement. 

r. Patures. Mr. Thomas, I think your question is even more ap- 
plicable to the so-called member. He goes in there voluntarily and in 
turn he is given a home for the rest of his life and he says if he dies 
without heirs he turns over his personal assets to the Government. 
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What legal right have you to restrain him? 
Mr. Opom. That is a matter of regulations of the home which the 
Administrator has authority to issue for the management of the home. 

Mr. Puitures. Did the Congress give that authority ? 

Mr. Opom. Yes. 

Mr. Puiturrs. Did the applicant sign that in his contract, too? 

Mr. Opom. No. When he applies for admission he naturally has to 
comply with whatever the regulations are, and if he does not comply 
he usually is discharged from the institution. 

Mr. Baker. The amount in that fund available for obligation dur- 
ing the current year is estimated to be $4,380,000, approximately, con- 
sisting of about $815,000 cash, $900,000 anticipated income, and 
$2,666,000 in securities. 

Mr. Ovom. That is what I thought. 

Mr. Baker. The expenditures from the fund are about $800,000 a 

ear. 

: Mr. Pumirs. What other money goes into that fund ? 

Mr. Baxer. Contributions that are made. 

Mr. Ovom. Contributions that are made to it; yes. 

Mr. Puriires. From what source? 

Mr. Baxer. From outsiders. There are some voluntary contribu- 
tions from outsiders. 

Mr. Puusirs. Where is the fund kept ? 

Mr. Baxer. It is a trust account carried in the Treasury of the 
United States but the VA has authority to draw from it. 

Mr. Jonas. It runs $800,000 a year? 

Mr. Baxer. Receipts of the fund have been running slightly over 
that. The funds are invested in securities and some of the income 
comes from interest. 

Mr. Jonas. What is the number of domiciliaries? 

Mr. Baker. Seventeen. 

Mr. Priures. Are you sure your figures are right? Divide that by 
17 and that is about $50,000 each per year. 

Mr. Ovom. That law is applicable to all hospitalized veterans as 
well as domiciliary members. 

Mr. Putuirs. You divide it by 168? 

Mr. Opvom. Plus 17. 

Mr. Puities. Even that would be about $4,000 a year. 

Mr. Jonas. You say this fund was created by statute? 

Mr. Opom. Yes. 

Mr. Jonas. What public law? 

Mr. Ovom. I say it was created by statute. This post fund was 
originally created by the managers of national homes. Public Law 
382 of the 77th Congress prescribes that anyone who enters a home or 
hospital does so with the agreement that if he dies without heirs or 
without designating where his personal effects shall go, those personal 
effects shall escheat to the Government to be deposited in the general 

ost fund to be expended by the Administrator within his discretion 
for the benefit of patients and members of the homes. 
‘ Mr. “ations The disbursements apply only to these 17 domiciliary 
omes 
Mr. Ovom. No, sir; they apply to any of them. 
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Mr. Puuures. If you will turn to page 336 of the committee print, 
you will find the fund set up showing the balance, the amount spent 
each year, and the amount added each year for the general post fund, 
national homes, Veterans’ Administration, which would not suggest 
that was for hospitals. Am I right? 

Mr. Ovom. Beg pardon? 

Mr. Puturrs. This says “national homes.” 

Mr. Ovom. We have some domiciliary cases in all hospitals; do we 
not? 

Mr. Puuirs. Can this money be used for benefits for bedridden 
patients in the hospitals? 

Mr. Opom. It cannot be used for any particular individual, patient 
or member. 

Mr. Anprews. The language in the committee print says that such 
funds are available for the construction of chapels, amusement halls, 
and other purposes designed to promote the comfort of veterans where 
no general appropriation is sade 

Mr. Opvom. That is right. 

Mr. Putuires. Why do you not use some of those funds to fix up 
the gymnasium at Long Beach where the boys have this national 
basketball team ? 

Mr. Ovo. I do not know if the question has been presented to my 
office whether they can legally do it, but if there are appropriations 
for it, it would not be a proper use. 

Mr. Puttres. You have already testified there was nothing in this 
year’s budget, I think, for that purpose. 

Mr. Ovom. The general appropriation, I assume, would cover that. 

Mr. Puitires. You mean if there is any fund from which the money 
might be taken ? 

Mr. Ovom. If there is an appropriation in any amount it would not 
be proper to use a trust fund to supplement the appropriation. 

Mr. Prouvutps. It says you can use the funds to iad achapel. We 
have built chapels out of funds appropriated by the Congress. 

Mr. Opom. You do that by specific appropriations. 

Mr. Putures. Then there is no money for building a gymnasium 
this basketball team wants and here is $4 million. You might look into 
that. That might be a solution to these problems. 

Mr. Kersey. One of the criteria for use of the funds is that it shall 
be for the general benefit of all patients. 

Mr. Jonas. Does the justification show what you expect to do with 
that money next year? 

Mr. Baxer. It does not require specific action by the Congress, being 
a trust fund. 

Mr. Jonas. I think we should go into that. If you are going to 
spend $900,000 out of this fund and that is a normal amount to spend 
out of it, we might be able to cut down on some other things you are 
asking us to appropriate tax money for. 

Mr. Baker. ti we did not spend the $900,000, we might need $900,000 
more appropriated. 

Mr. Puttires. We have no means of knowing that. You do not tell 
us what you are spending it for. You say it is available for the con- 
struction of chapels, amusement halls, and other purposes designed 
to promote the comfort of veterans in national homes. It says nothing 
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about veterans in hospitals, and Mr. Odom says it can be used for any- 
body in hospitals or homes provided it is not used for individuals. It 
looks to me like you have pretty broad coverage there. Maybe you 
had better tell us what you spent $800,000 for last year. 

Mr. Jonas. Could you use it for movies, books, magazines? 

Mr. Ketsry. Yes, under certain circumstances. They often have 
Christmas parties, sometimes have entertainers, and sometimes have 
baseball games. 

Mr. Hictry. I suggest we furnish you with an accounting of what 
we did with it in 1953. I will have to admit this is new to me. 

Mr. Anprews. Can money received from a veteran at hospital X be 
spent at any other hospital, or must it be spent at this particular 
hospital ? 

Mr. Kesey. It can be spent at any hospital unless designated for a 
particular location. In reverse, if that hospital did not have much 
money it would receive the same share as the others that had more 
money. 

Mr. Anprews. Who determines how much a particular hospital 
shall receive? 

Mr. Kersry. Somebody acting for the Administrator. The Admin- 
istrator could make the determination. 

Mr. Anprews. Does the Veterans’ Administration have any control 
over the Old Soldiers’ Home in Washington ? 

Mr. Ketsry. No, sir. 

Mr. Anprews. How many homes of that type are there in the 
United States? 

Mr. Kersey. I think just two, the Naval Home in Philadelphia and 
the one here? 

Mr. Federal? 

Mr. Kersry. Yes. 

Mr. Puimutrs. The States have them. 

Mr. Ketsey. Yes. 

Mr. Jonas. The sources of your outside funds are wills and things 
of that kind? 

Mr. Kersry. Yes. Sometimes relatives of veterans desire to show 
appreciation for the care furnished and make gifts to be used for other 
veterans. 

Mr. Ovom. Mr. Chairman, we did not clear up to your satisfaction, 
Tam sure, that postfund authority. My reference was to Public Law 
382 of the 77th Congress, which provides: 

Effective ninety days after approval of this Act, whenever any veteran (ad- 
mitted as a veteran) shall die while a member or patient in any facility, or any 
hospital while being furnished care or treatment therein by the Veterans’ Admin- 
istration, and shall not leave surviving him any spouse, next of kin, or heirs 
entitled, under the laws of his domicile, to his personal property as to which 
he dies intestate, all such property, including money and choses in action, owned 
by said decedent at the time of his death and not disposed of by will or other- 
wise, shall immediately vest in and become the property of the United States as 
trustee for the sole use and benefit of the General Post Fund, a trust fund pre- 
scribed by Section 20 (b) (45) of Public Law Numbered 473 of the Seventy- 
Third Congress (31 U. S. C. 725s). 

Mr. Puimutes. That is considerably more limited than T understood 
from the previous testimony. This gives only the property he has 
not disposed of by will. 
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Mr. Tuomas. And did not leave any heirs to. 
Mr. Jonas. How do we accumulate $4 million by that process? 
Mr. Baxer. Much of it comes from private contributions, and it 
should be understood that such total accumulated over several years. 
Mr. Puitires. Over how many years? 
Mr. Opvom. An overwhelming amount comes from these escheated 
funds. Some comes from donations. 
Mr. Puuuies. I think Mr. Higley suggested you give us an analysis 
of the whole fund. 
(The information requested follows :) 


GENERAL Post FuNp 


Of the $774,694 general post fund moneys obligated in fiscal year 1953, approxi- 
mately $100,000 was advanced by central office to stations for the miscellaneous 
welfare and personal comfort requirements of beneficiaries, including Christmas 
parties and other special entertainment. The balance of the amount obligated 
represents amounts donated directly to stations for purposes specified by the 
donors, 

Since no accurate prediction of future fund receipts is possible, it has been 
the practice to invest any receipts which are in excess of requirements. The 
$2,666,000 now invested in United States Government securities would provide 
for normal expenditures over a 3- or 4-year period only, should receipts be 
abnormally low. 

As a policy, the use of these invested funds for construction purposes is not 
contemplated. This would produce a disproportionate use of the fund favoring 
a low percentage of beneficieries, whereas the fund is basically intended to 
provide equitable benefits throughout the agency. Only those donations received 
specifically for construction of chapels or similar memorials have been used for 
construction purposes. 


Table of receipts, obligations and balances 


Balance-end 


f fiscal yea: 
Fiscal year Receipts | Obligations 


securities) 


$674, 318 $195, 595 $2, 346, 061 
473, 527 325, 333 2, 494, 255 
773, O82 1, 056, 026 2, 211, 311 
876, 961 631, 949 2, 456, 323 
880, 253 579, 483 2, 757, 093 

1,097, 733 | 664, 436 3, 190, 390 
774, 694 3, 480, 862 


GENERAL ADMINISTRATION 


ASSISTANT ADMINISTRATOR FOR ADMINISTRATION 


Mr. Putuirs. Now we come to page 30, to the Assistant Admin- 
istrator for Administration. Who is that? 

Mr. Hietry. Mr. Longfellow. 

Mr. Pures. You reduced your personal services but even after 
reducing your personal services in the Office of the Assistant Admin- 
istrator for Administration there are 1,756 employees. Does that not 
sound like a good many employees for the office of an Assistant 
Administrator ? 

Mr. Lonerettow. That is a lot of personnel, Mr. Chairman, but 
there is a big job to be done. We are trying to do it with the least 
number of people possible. 


| | 


objection. 
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(The justification referred to is as follows :) 


Assistant Administrator for Administration, $6,865,147 


Mr. Puituires. We will put pages 30 to 41 in the record, without 


Obligations by object 


Actual, 
fiscal 


Estimated, 
fiscal year 


Estimated, 
fiscal year 
955 


Travel, employees 


Be 


Equipment. 


Taxes and assessmen 


Average employment... 


Transportation of things, other_____- 
Communications service -..........- 
Rents and utilities. 


Supplies and materials_............- 


Grants, subsidies and 


Total 


$6,817,847 


allowance 


Nore.—Fiscal year 1953 includes 14 man-years and following obligations: Object 01, $91,434, object 04, 
$1,000, and object 11, $249,720, for the former readjustment program. 


Assistant Administrator for Administration— Excluding visual education, 


Estimated, 
fiscal 


Average employment: 
Office of Assistant Administrator 
Office of Personnel. 

Office of Chief Purchasing ‘Agent. 
Office Methods 
Office Management Service 


Obligations by object: 
01 Personal services 
02 Travel, employee 
15 Taxes and assessments 


Total obligations. 


8, 576, 340 


6, 862, 086 


Office of Assistant Administrator 


I. OFFICE OF THE ASSISTANT ADMINISTRATOR FOR ADMINISTRATION 


(1) Formulates, upon consultation where appropriate with heads of operating 
departments, and recommends to the Administrator general policies and plans 
of VA-wide application pertaining to personnel management, purchasing and 
supply, office operations and administration security ; (2) advises and assists the 
heads of the program departments and other top officials in connection with 
these activities, and appraises for the Administrator the effectiveness and 
economy of these activities; (3) operates housekeeping functions incident to 
maintenance of Central Office and those centralized for general use; and (4) 


serves as fair employment officer. 
Office of Personnel 


The Office of Personnel is composed of the Office of the Director, Management 


Development Division, Classification and Pay Administration Division, Program 


De 
se! 
de) 
tio 
per 
for 
| Increase (+) Ci 
or 
1953 1954 1955 over th 
th 
co 
2, 373 1, 765 1, 756 
 ___________ 
po 
$8,655,180 | $6,841,299 | $6, 801, 658 —$39, 641 ar 
pa 12; 602 13, 000 16, 800 +3, 800 m 
wad 7, 388 7, 200 7, 500 +300 se 
Other contractual services, other. ____.- 23, 470 | b+ 26, 000 +1, 500 ti 
: 1, 054 500 3,000 +2, 500 ‘ 
1,517 9, 487 1, 089 —8, 398 tl 
8,958,828 | 6,905,086 | 6, 865, 147 —39, 939 
| 
year 1953 | 1954 1955 
2, 359 | 1, 765 | 1, 756 
11,077 11, 300 15, 100 
1, 517 9, 487 1,089 
— 6, 817, 847 
| 
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Development Division and Methods Division. The principal functions of this 
service are as follows: 

Office of the Director.—Confers where appropriate with officials of operating 
departments, and recommends to the Assistant Administrator for Administra- 
tion general policies and plans of VA-wide application pertaining to the classifica- 
tion and wage administration, recruitment, employment, training, and other 
aspects of personnel management. Interprets for the Assistant Administrator 
for Administration personnel regulations, decisions, and directives issued by the 
Civil Service Commission and other Government agencies. Advises and assists 
the heads cf the program departments and other top officials in connection with 
these activities and appraises for the Assistant Administrator for Administration 
the effectiveness and economy of these activities. Serves as principal point of 
contact and liaison with other Government agencies on personnel matters. 

Management Development Division—Develops and recommends agencywide 
policies and plans for the selection, development, and utilization of supervisors 
and executives. Supplies technical advice and assistance to program depart- 
ments in their activities in this area. Conducts special studies and research in 
selection and development of supervisors and executives. Develops selection 
media and training courses to meet agencywide recommendations. In collabora- 
tion with program departments and staff offices, develops performance evaluation 
criteria for management positions. Serves as principal point of contact and 
liaison with the Civil Service Commission and other Government agencies of 
the executive development program of the agency. In collaboration with pro- 
gram departments, prepares program standards and evaluation guides and par- 
ticipates in the evaluation of personnel programs of field stations. 

Classification and Pay Administration Division.—Develops and recommends 
agencywide policies and plans in the areas of position classification, pay admin- 
istration, differentials and allowances, and compensation for exempted positions. 
Plans and conducts position classification standards for positions and advises 
and assists operating departments in the development of classification standards 
for positions peculiar to that department. Advises on all position classification 
and pay matters requiring attention of Administrator and conducts special 
studies and research in collaboration with program departments regarding classi- 
fication and pay policies and practices. Serves as principal point of contact and 
liaison with the Civil Service Commission and other Government agencies on 
the classification and wage programs of the agency. In collaboration with de- 
partments, evaluates classification activities throughout VA to determine aceu- 
racy of classification and prepares program standards and evaluation guides and 
participates in the evaluation of the personnel programs of field stations. 

Program Development Division.—Develops and recommends agencywide poli- 
cies and plans in the areas of recruitment, employment, placement, personne! 
relations, performance ratings, health, occupational disease control, emergency 
treatment, training and development, leave and hours of duty, retirement and 
separations. Advises on the application of personnel policies and practices to 
personnel problems requiring the attention of the Administrator and Deputy Ad- 
ministrator. Supplies technical advice and assistance to program departments 
in personnel operations and conducts special studies and research in areas such 
as recruitment, employee utilization, promotion systems, ete. In collaboration 
with program departments, prepares program standards and evaluation guides 
and participates in the evaluation of personnel programs of field stations. 

Methods Division.—Keeps currently informed on personnel regulations, de- 
cisions, and directives issued by the Civil Service Commission and other Govy- 
ernment agencies. Interprets these issuances for the Assistant Administrator 
for Administration and the program departments and other staff services. De- 
velops practices concerned with personnel matters for uniform application 
throughout the agency and counsels key executives in their application. De- 
velops or coordinates within the Personnel Service personnel legislative pro- 
posals. Conducts such special studies and research projects as may be directed 
by the Diréctor of Personnel and participates in and coordinates for the Director 
of Personne] the appraisal of the effectiveness and economy of department per- 
sonnel programs using techniques such as conduct of staffing studies, develop- 
ment of work standards, etc. 


Office of Chief Purchasing Agent 
The Office of Chief Purchasing Agent is composed of the Office of the Chief, 


Purchase Policy Division, Distribution Division, and Supply Fund Management 
Division. The principal functions of each are set forth below: 
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Office of the Chief.—Consults, where appropriate, with officials of operating 
departments, and recommends to the Assistant Administrator for Administration 
general policies and plans of VA-wide application pertaining to the procurement, 
storage, distribution, control, and conservation of supplies, equipment, and non- 
personal services, including inventory management, perpetual inventory systems. 
Advises and assists the heads of the program departments and other top officials 
in connection with these activities and appraises for the Assistant Administrator 
for Administration the effectiveness and economy of these activities. Coordinates 
VA purchasing and supply programs with other agencies, and represents the VA 
on matters pertaining to broad policies on property management and responsible 
for the management of the VA supply fund. 

Purchase Policy Division.—Conducts research in the field of purchasing as 
practiced in the VA, other Government agencies, and in private enterprise and 
recommends improved practices for VA. Develops and recommends policies and 
plans for procurement of supplies, equipment, and nonpersonal services in col- 
laboration with the operating departments. Interprets policies and practices 
established by law or by regulation or decision of competent authority in the field 
of procurement for the guidance of operating departments and advises and assists 
the operating departments with respect to purchasing matters. 

Distribution Division.—Conducts research in the fields of storage, distribution 
(including transportation and disposition of excess), control and conservation of 
supplies and equipment as practiced in the VA, other Government agencies, and 
in private enterprise, and recommends improved practices for the VA. Develops 
and recommends policies and plans for storage, distribution, control, and con- 
servation of supplies and equipment in collaboration with operating departments. 
Maintains liaison with other departments and agencies for the proper correlation 
of VA requirements with the civilian economy. Interprets policies and practices 
established by law or by regulation or decision of competent authority in the field 
of storage, distribution, control, and conservation of supplies and equipment. 

Supply Fund Management Division.—Develops and recommends plans and 
policies for the management of the VA supply fund and determines the necessity 
for and charters subordinate fund operations. Establishes standards and prac- 
tices for the conduct of the supply fund operations and prescribes minimum 
statistical and fiscal accounts and reports necessary for proper management of 
the fund. Directs transfer of funds between fund operations in relation to 
requirements and program responsibilities and performs agencywide freight 
post-audit and claims functions. Advises and assists the operating departments 
with respect to supply fund management, 


Office Methods Service 


The Office Methods Service is composed of the Office of the Director, General 
Administrative Division, Machine Records Division, Records Management Divi- 
pyran and 'Telecommunications Division. The principal functons are set forth 

ow: 

Office of the Director.—Formulates, upon consultation where appropriate, with 
officials of operating departments, and recommends to the Assistant Adminis- 
trator for Administration general policies and plans of VA-wide application 
pertaining to the conduct of office and clerical operations, including records man- 
agement; advises and assists the Assistant Administrator for Administration in 
connection with these activities and appraises for him the effectiveness and 
economy of these activities ; serves as principal point of contact and liaison with 
= Government agencies, technical organizations, and private firms on such 
matters. 

General Administrative Division Develops and recommends agencywide poli- 
cies and plans for general office and clerical operations, such as mail, messenger, 
records, travel, typing, and similar activities. Develops and recommends agency- 
wide policies and plans for the forms and form-letters control and standardiza- 
tion program. Develops and recommends agencywide policies and style practices 
for the preparation of correspondence. Coordinates the preparation of the corre- 
spondence manual for joint dissemination by the operating departments. Fur- 
nishes technical advice and assistance to operating departments relating to the 
above activities and, in collaboration with the departments, conducts special 
studies and research which are intended, among other purposes, to stimulate the 
adaptation of advanced and improved techniques. Maintains liaison with Gov- 
ernment agencies, commercial firms, and other organizations on matters relating 
to the above activities, including liaison with the defense establishments on the 
procurement and transfer of records to and from those agencies, 
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Machine Records Division —Develops and recommends policies and plans for 
the standardization of machine records and accounting operations VA-wide. 
Develops and recommends standards of usage of tabulating equipment and stand- 
ards for reports of machine utilization. Furnishes technical advice and assist- 
ance on capabilities, limitations, and specialized features of mechanical tabulat- 
ing equipment. Maintains liaison with Government agencies and private firms 
and, in collaboration with the departments, conducts special studies and research 
which are intended, among other purposes, to stimulate the adaptation of ad- 
vanced and improved methods of machine accounting, determine availability of 
new or late models in equipment and complementary devices and supplies to 
facilitate service, and observe machine accounting techniques adaptable to VA use. 

Records Management Division.—Develops and recommends agencywide policies 
and plans in the area of records management, including microphotography ; plans 
and policies for the appraisal of VA records to determine their value and sched- 
uling their retention or disposal. In collaboration with the departments, obtains 
through the National Archives approval of proposed disposal of records. Fur- 
nishes technical advice and assistance on records management activities and, in 
collaboration with the departments, conducts special studies and research which 
are intended, among other purposes, to stimulate the adaptation of advanced and 
improved techniques relating to records management. Maintains liaison with 
Government agencies, and especially with the National Archives, the National 
Archives Council, and the General Services Administration, and with commercial 
firms, management research, and other organizations on matters pertaining to 
records management. 

Telecommunications Division.—Develops and recommends agencywide policies 
and plans for the installation and use of Government-owned or leased electrical 
audio and written communications and transcriptions equipment covering such 
devices as telephone, teletype (ACAN, Teletypewriter Exchange Service, Private 
Line Teletype, and commercial wire facilities), Telautograph, dictograph, public 
address system or audio warning system, television, and radio. Furnishes tech- 
nical advice and assistance on telecommunications activities and equipment, and 
in collaboration with the departments conducts special studies and research to 
develop technical and engineering standards for all types of electrical communi- 
cations equipment, such as nurses’ and doctors’ paging systems, radio, television, 
telephone, ete. Maintains liaison with Government agencies, public utilities, and 
private firms on the above activities. 


Office management service 

The Office Management Service is composed of the Office of the Director, Cen- 
tral Office Personnel Division, Records Service Center (Columbus, Ohio), Office 
Services Division, Finance Division, Publications Division, and Supply and 
Maintenance Division. The principal functions of the Service are as follows: 

Office of the Director.—Responsible to Assistant Administrator for Adminis- 
tration for providing general administrative services for central office; custody, 
maintenance, development, and serving of centralized master indexes, claim 
loeator file, and similar records for general use; providing central translation 
service of all material for the entire VA except for those installations or activi- 
ties having specific delegated authority to perform the function; operation of 
the Records Service Center (Columbus, Ohio); operation of teletype net con- 
trol stations; operation of St. Louis Liaison Office; providing centralized print- 
ing or duplicating and distribution services, including operation of publications 
and forms depots, and for standardization of such service operations agencywide; 
and maintains liaison, as required, with Joint Committee on Printing of the 
Congress, Government agencies, public utilities, and other public and private 
organizations. 

Central Office Personnel Division.—Plans and conducts a comprehensive and 
integrated personnel program for central office including classification and wage 
administration, recruitment and placement, training, employee relations, per- 
formance rating, and health. Maintains on a current basis the classification of 
all central office positions in GS-15 and below, makes periodic reviews, furnishes 
advice and assistance to employees and operating officials, negotiates with Civil 
Service Commission on matters under their jurisdiction, handles appeals, ete. 
Conducts personnel relations and training program for departmental employees; 
conducts health, first aid, and injury compensation programs and provides indi- 
vidual counseling. Advises and assists in conducting training programs, per- 
formance ratings, application of personnel relations policies on disciplinary 
and grievances cases, appeal, communications with employees, ete. Processes 
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all personnel actions, maintains personnel records and files, and prepares required 
recurring and special reports. 

Records Service Center (Columbus, Ohio).—Responsible for housing, main- 
taining, and servicing noncurrent records pending final disposition. Recom- 
mends establishment or revision of records disposition schedules. Accessions 
such records from VA installations and other Government agencies, and prepares 
time schedules and instructions for shipment of noncurrent records to the center. 
Provides reference service by furnishing originals, reproductions, or transcripts 
of record material. Conducts research and studies in photographie reproduction 
techniques and their applications to records center operations. 

Office Services Division.—Furnishes general office services for central office 
such as mail, messenger, machine records and accounting. telecommunication, 
and travel and on a centralized basis for general use such as translation, master 
index, claims master locator, and operators records liaison office in St. Louis and 
the VA teletype net control stations. Operates a centralized fingerprint identi- 
fication service for the agency to establish the identities of individuals, both 
living and deceased, who are believed to be veterans and a similar service in 
cases involving procurement of restricted or confidential records from other 
Government agencies and acquisition of certified copies of documents used in 
criminal prosecution or civil litigation cases; assists in the procurement of vet- 
erans’ medical and service records from Federal and State agencies and the 
Republic of the Philippines in nonroutine cases and in the procurement of 
World War I bonus data from service departments and the Comptroller Gen- 
eral’s Office. Maintains liaison with the Post Office Department, the National 
Archives, the Department of Defense, General Services Administration, loca! 
common carriers, and commercial concerns with respect to operations of the 
Division. 

Finance Division.—Establishes and maintains salary accounts and prepares 
and certifies for payment vouchers covering salary of all employees of the cen- 
tral office and distributes all salary checks. Maintains individual retirement 
accounts and makes periodic accounting of moneys withheld for Federal taxes, 
social security tax, and employee retirement. Maintains individual time and 
leave records and provides advice and assistance in the reporting of attendance. 
Audits and certifies vouchers covering all payments under the jurisdiction of 
central office for purchases of supplies, equipment, etc., under supply and pro- 
curement contracts; tort Claims; library books, motion picture; medical vouch- 
ers, consultant vouchers; claims of allied beneficiaries and claims of other Govy- 
ernment departments; travel and travel advances; transportation requests and 
bills of lading. 

Publications Division.—Responsible for provision of centralized printing or 
duplicating and distribution services and in collaboration with the operating de- 
partments for the-planning, development, and production of creative arts, ex- 
hibits, and photographic materials for use by VA activities; for negotiation of 
contracts for printing and for operation of publications and forms depots. 
Develops agencywide policies and plans and furnishes technical advice and 
assistance relative to printing, duplicating, photographie reproduction, storage, 
and distribution of publications and forms. Makes editorial review of ad- 
ministrative issues which have been approved by or on behalf of the Adminis- 
trator; maintains history files on such issues. Assembles and submits material 
for the Federal Register and Code of Federal Regulations and maintains liaison 
with the Joint Committee on Printing of the Congress, Government Printing 
Oflice, and other Government agencies and private concerns. 

Supply and Maintenance Division.—Responsible for requisitioning, storing; 
disbursing supplies and equipment for central office use, operation of the wood- 
working and crating and refinishing furniture, fabricating special items and 
shipping crates, and packing for shipment; operation of the office machine repair 
shop, making repairs and conducting a program of preventative care and main- 
tenance; disposition of property declared as surplus or salvage; preparation 
and issuance of bills of lading and maintenance of property accounting records. 
Maintains liaison with Public Buildings Administration concerning maintenance 
and guard service at buildings utilized by central office and operation of the 
labor pool and motor vehicle services for central office and for allocation of 
space for central office. 


Security Service 


The principal functions of the Security Service under the supervision of a 
Director are: (1) Formulates, upon consultation where appropriate, with heads 
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of operating departments, and recommends to the Assistant Administrator for 
Administration general policies, plans, and procedures of VA-wide application 
pertaining to the following activities: The scope of security investigations for 
both sensitive and nonsensitive positions; designation of sensitive positions; 
designation of personnel for Civil Service Commission security hearing board 
rosters; suspension and termination of employment of personnel under the au- 
thority conferred by the act of August 26, 1950; the conduct of hearings before 
duly constituted security hearing boards: clearance of personnel within the 
VA for occupancy of positions declared sensitive; the classification, protection, 
and safeguarding of classified security information: changes in classification of 
security information; the handling of classified security information, including 
marking, transmission, storage, and destruction; and the determination that 
the employment or retention in employment is clearly consistent with the 
interests of national security; (2) advises and assists the heads of the program 
departments and other top officials in connection with these activities, and 
appraises for the Assistant Administrator for Administration the effectiveness 
and economy of these activities; and (3) operates the security program VA-wide 
including initiation of investigations; review, determination, and redetermi- 
nation of past action on part of VA and the Civil Servicé Commission, based on 
reports of investigations of all personnel both in central office and field stations, 
with determination of charges; selects hearing board members, establishes the 
place and date and supervises conduct of all hearings; grants all security clear- 
ances; the review of all evidence including hearings and submission of briefs 
and conclusions on entire case. 


Objects other than personnel service 


The estimate of $16,800 for employee travel is divided into two parts: The 
amount of $15,100 for the Office of Assistant Administrator for Administration 
and his staff, and $1,700 for travel in connection with visual edueation which is 
justified below along with other objects for visual education. 

The estimate of $15,100 is required for staff supervision of the security pro- 
gram and technical assistance of activities relating to the Assistant Admin- 
istrator for Administration. 


II. VISUAL EDUCATION, $47,300 


Estimated, Estimated, 
fecal year fiscal year 


Obligations: 

02 Travel, $1, 525 $1, 700 $1, 700 
03 Transportation of things 7, 183 7, 200 7,500 
05 Rents and utilities ik 508 500 500 
07 Other contractual services................-- ee 23, 470 24, 500 26, 000 
08 Supplies and materials___--- 6, 594 8, 600 8, 600 
ar 3 1, 054 500 3,000 


Estimates for this program provide for the costs incidental to the prepara- 
tion, shipment, installation, and display of exhibits and displays, motion pic- 
tures, black and white, and color photography and other visual education in- 
formation and descriptive material where such activities are presented for 
public information and/or personnel training, recruitment of professional medi- 
cal personnel, ete. 

The estimate under object 02 is for travel of employees to cover requests 
for personnel to make trips to hospitals and other field stations to furnish tech- 
nical advice and coordinate the planning of exhibits dealing with special medical 
or surgical techniques; also for the purpose of travel in connection with in- 
stalling and dismantling these exhibits at medical and scientific meetings. 

The increased amount requested under object 03 for 1955 is to cover increased 
cost of transportation of exhibits. This figure does not take into account re- 
quests for new exhibits. Based on past experience, a number of requests for 
exhibits for special meetings will be made on short notice. Many of the ex- 
hibits are shipped to various sections of the country for showings at confer- 
ences, professional, and scientific meetings, ete. 
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The estimate under object 05 is considered necessary for rental of exhibit 
space and appropriate furniture and equipment at the locations where exhibits 
are shown, and occasional rental of motion-picture films. 

Funds requested under object 07 are required for quarterly advance reim- 
bursement to the Department of Agriculture for production of motion-picture 
films, reimbursement occasionally to PBS and the Bureau of Federal Supply 
for salaries of personnel on a loan basis for specialized exhibits services, and 
a small sum to commercial firms whose services are not available in a Govern- 
ment department. The increased amounts requested are the result of increased 
cost of professional services (such as: Cameramen, scriptwriters, soundmen, 
engineers, editors, etc.), effective January 1, 1953, which increased anywhere 
from 25 to 60 percent. Other contractual services have also increased in cost 
although not in the same proportions. 

The amount requested under object 08 is considered necessary based on costs 
of supplies and materials for the functioning of the Visual Aids Exhibit Unit 
and the Still Photography Unit. This applies to fabrication materials such as 
lumber, wallboard, plastic, electrical fixtures, paints and lacquers, photographic 
supplies such as film, chemicals, paper, and requests for color photography. 

The increased amount requested under object 09 is considered necessary to 
cover the cost of the purchase of additional equipment and to replace equipment 
that is inadequate to present requirements or worn out through fair wear and 
tear. The following are certain items of equipment that will be required during 
fiscal year 1955. 

Four film-storage racks.—The racks for storage of motion film now in the 
film library are almost completely filled and with the acquisition of additional 
prints of film now in production, additional film racks will be required. 

One speed graphic camera.—This item will replace two old cameras which are 
in poor condition and generally inadequate for present and future needs of the 
visual-aids program. 

One filtrine high-efficiency water cooler—This item will replace the present 
cooler which is totally inadequate to provide cool water for film processing and 
washing in hot weather. With present cooling unit it is now necessary to post- 
pone processing of color film during hot weather as water and solutions cannot 
be cooled sufficiently. 


Mr. Putts. In the Office of the Assistant Administrator for Ad- 
ministration, we find on page 31, the Office of Assistant Administrator 
with 6 peoples the Office of Personnel with 56 people; the Office of 
Chief Purchasing Agent with 36 people—they do how much 
purchasing? 

Mr. Loncretiow. Mr. O’Neil will answer that. 


OFFICE OF CHIEF PURCHASING AGENT 


Mr. O’Net. The Office of the Chief Purchasing Agent does no 
specific purchasing of itself. Purchasing is done within the three 
departments of the Veterans’ Administration. The Office of the Chief 
Purchasing Agent is a small staff group containing three elements: 
(1) The management of the Veterans’ Administration supply fund, 
a revolving fund you provided last year; (2) a small purchase policy 
group which devotes its primary action to devising better methods of 

rocurement within the Veterans’ Administration; and (3) a small 

istribution staff which concerns itself with the study and evaluation 
of distribution problems in the Veterans’ Administration to devise 
improved methods or better distribution. 


PURCHASING AGENTS IN THE ADMINISTRATION 


Mr. Tuomas. If each of the bureaus has a duplicate setup, how 
many purchasing agents are there in each unit? 

Mr. O’Ner. It is not a duplicate function. In the reorganization 
we have separated staffs and operation. 
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Mr. Tuomas. Does medicine have one, finance one, and so forth? 

Mr. O’Net. Yes. 

Mr. Tuomas. What is the sum total of the three outside of the staff ? 

Mr. LonereLtow. We will insert that in the record. 

Mr. Tuomas. Let us get it now. 

Mr. Pures. How many purchasing agents are there in the 
Veterans’ Administration ? 

Mr. Tuomas. How many in the District of Columbia and how many 
in the field ¢ 

Mr. Puturrs. Can the Chief Purchasing Agent give us that in- 
formation? Mr. O’Neil, you are the Chief Purchasing Agent and you 
do not know how many purchasing agents there are in the Veterans’ 
Administration ? 

Mr. O’Net. “Purchasing agent” is a specific category of individuals. 

Mr. Tuomas. What do your 36 people do if they are not purchas- 
ing agents ? 

r. O’Nem. Shall we insert that 

Mr. Tuomas. Just tell us. 

Mr. O’Net. I just tried to tell you what they do. Sixteen devote 
their full time to analyzing and managing the revolving fund which 
was set up in the Veterans’ Administration. That includes the opera- 
tion of the departments, because it is all within the revolving fund. 

Mr. Puties. Then you do not need the other 20; is that the idea? 

Mr. O’Net.. No, sir. 

Mr. Puiturs. I gathered that from your stopping there. 

Mr. Tuomas. What do the others do? 

Mr. O’Netz. The others, half of them attempt to examine and ap- 
praise the operation of the three departments for the Administrator. 

Mr. Tuomas. You mean the purchasing by the three departments? 

Mr. O’Nem. Yes. 

Mr. Tuomas. Do they have any authority over the purchasing 
agents in the three departments? 

Mr. O’Nem. No direct authority. 

Mr. Tuomas. How many people do you have in the three depart- 
ments in the District of Columbia ? 

Mr. O’Net. In supply? 

Mr. Tuomas. Yes. 

Mr. O’New. Roughly, there are 400. 

Mr. Tuomas. What about the depots? 

Mr. O’Nem. They are in addition. 

Mr. Tuomas. How many do you have in your 168 facilities outside 
of the District ? 

Mr. O’Net. I am not prepared to answer that. They are depart- 
mental figures. 

Mr. Pututes. You leave me in a complete haze, Mr. O’Neil. You 
do not know how many people you have and you do not know how 
many people are buying in the dopeetniente, and you have 36 people 
in your department, of which 16 are bookkeepers, and they have no 
control over the purchasing agents in the other departments, and you 
think there are roughly 400 in the other departments. Can you help 
us out ¢ 

Mr. O’New. Yes. We have just divided up a supply program 
within the Veterans’ Administration. 
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Mr. Puu.irs. How many people do you have buying now as 
compared to before ? 
r. O’Neiw. We have about 40 less. 

Mr. Puiutrs. Forty less than 436 that you know of, and a few 
extras; you do not know how many there are. 

Mr. Tuomas. Whom was this under formerly? 

Mr. Lonerettow. Mr. O'Neil was Director of the Veterans’ Ad- 
ministration Supply Service. He is now titled the Chief Purchasing 
Agent. He is also supply man of the Veterans’ Administration. 

Mr. Pumuirs. You are the man at the head of all of this? 

Mr. Loneretiow. Yes. 

Mr. Pututrs. Give us the figure. 

Mr. Lonerettow. I will have to get that and insert it. 

Mr, Keusry. Mr. Chairman, may I give these figures? They may 
be helpful. The estimate for this year for supply operations in the 
regional offices was 792 people, and in the general medical and 
surgical hospitals, where of course there is much more purchasing, 
a total of 1,912. 

Mr. Tuomas. How many in the District of Columbia ? 

Mr. Ketsry. I do not have that figure before me. 

Mr. Tuomas. 100, 150? We know there are 36 in Mr. O’Neil’s 
shop. Mr. Baker, do you have that figure ? 

Mr. Baxer. I find 37 in Mr. O'Neil's shop and 37 in the Veterans’ 
Benefits. 

Mr. Patures You have found one in Mr. O’Neil’s shop le does not 
know he has. 

Mr. Baxer. Iam sorry. There are 36 in Mr. O’Neil’s office. 

Mr. Tuomas. So far how many do they amount to? 

Mr. Pures. 1,912 plus 400 plus 36. 

Mr. Baker. 250 in the Department of Medicine and Surgery, de- 
partmental, in the District of Columbia. 

Mr. Trromas. What does is all add up to? 

Mr. Baker. 323 supply personnel in the District of Columbia. I 
cdo not recall the figure in the field. 

Mr. Trromas. Mr. Kelsey gave a figure of 1,900, but that must be in 
error. 

Mr. Putts. Mr. Baker has come up with a figure. What is it, 
Mr. Baker? 

Mr. Baker. 3,037 in regional offices, central office and general medi- 
cal and surgical hospitals; 4,813 in the entire Veterans’ Administra- 
pea all supply activities of the agency paid from appropriated 
funds. 

Mr. Primus. To buy how much? 

Mr. O’Netw. We have an inventory of $40.8 million. 

Mr. Parups. Each person is liable for approximately $8,500 of 
purchasing 

Mr. Hretey. That is not purchasing. That is inventory. 

Mr. Tromas. What is the $40.8 million ? 

Mr. O’Ner.. That is the inventory throughout the Veterans’ Ad- 
ministration in the field stations and throughout the depot system. 

Mr. Tuomas. You have done a good job reducing it, then. 

Mr. Pimms. How muzh do you spend a year to keep up an inven- 
tory of that size? 
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Mr. O’Net. For the first 6 months of this year there were $61,315,- 
520 purchased and issued. 
In addition to the purchase of supplies, we also purchased about 
$15,000,000 in services—utilities, medical and dental services, laundry 
burial services, repair services, etc. This makes the 6-month total 
around $76 million. 

To make these purchases, manage the program, maintain the 
records, and to warehouse and distribute the stocks purchased, we 
spent approximately $8 million in salaries VA-wide during the first 
6 months of fiscal year 1954. In other words, our costs were about 
10.5 percent of our purchase volume. 

Mr. Puities. That is about $120,000 per year purchasing per per- 
son. That may indicate your purchasing staff is not overworked. 

Mr. Hietey. This is purchasing agents plus staff, recordkeeping and 
everything. 

Mr. O'Nem, It includes cost of the distribution system, too. 

Mr. Tuomas. How much of that purchasing a year do you get from 
the General Services Administration ¢ 

Mr. O’Ner. Roughly about 20 percent of our overall purchases 
come through the General Services Administration. 

Mr. Puiities. All you have is a mechanical bookkeeping staff? 

Mr. O’New. No. We still have to buy, as from any other vendor, 
store and distribute. To relate specifically cost of operation within the 
depot distribution program, the Veterans Administration overall cost 
is 6.7 cents per dollar. 

Mr. Pururres. That is its purchase and distribution cost ¢ 

Mr. O’New. Yes. 

Mr. Puiiuirs. 6.7 cents? 

Mr. O’Neit. Approximately $2 million a month is handled through 
the central depot system. 

Mr. $0,067, is that right? 

Mr. O’Net. Yes. 

Mr. Pumps. I would not know what that means unless you can 
— it with purchasing in commercial industry or business. Will 
ou 
! Mr. O’Nem.. Yes. It is very good. It is very good in industry in 
medical and hospital supplies. 

Mr. eae You mean the $0.067 cost per dollar is lower than in 
industry ¢ 

Mr. O’Net. It is as low as in industry, yes, sir, for purchasing and 
distribution. 

Mr. Puiturrs. Purchasing and distribution and record keeping, 
which is a part of distribution ? 

Mr. O’Nem. Yes, sir. 


OFFICE METHODS AND OFFICE MANAGEMENT SERVICES 


Mr. Putiurrs. The next item is “Office methods service.” Is that 
you, Mr. O’Neil? 

Mr. O’Neu. No, sir. 

Mr. Loneretxow. I will attempt to handle that. 

Mr. Puutars. Office Methods Service has 37 people and Office Man- 
agement Service has 1,604, and I would suppose Office Methods Service 
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and Office Management Service were closely enough related to make 
that a total of 1,641. 

Mr. Lonereitow. Office Management Service is an overall service 
with the following responsibilities: 

(1) services including personnel, finance, 


and supply for central office. 
_ (2) Custody, maintenance, development, and servicing of central- 
ized master indexes, claim-locator file, and similar records for general 


(3) Providing central translation service of all material for the 
entire VA except for those installations or activities having specific 
delegated authority to perform the functions. 

i Operation of the records service center (Columbus). 

5) Operaiton of teletype net control stations. 
3 Operation of St. Louis liaison office. 
7) Providing centralized printing or duplicating and distribution 
services, of publications and forms depots. 

Mr. Puitures. You had better tell us what it does. 

Mr. Loneretiow. It embraces our central! office master index. 

Mr. Puitiies. What does that mean ? 

Mr. Lonere.itow. Well, in the Veterans’ Administration, Mr. Chair- 
man, if one record can be more essential than another, perhaps the 
index is the most essential for purposes of identification. You can 
have 60,000 veterans by the name of John Smith. 

Mr. Pumures. Is it manual or machine? 

Mr. Lonere.iow. It is manual. While you can have thousands of 
veterans with the same name, you have only one veteran with a particu- 
lar number, so it is extremely important for purposes of identification. 

Mr. Pures. You mean you still operate a manual file? 

Mr. Lonereiitow. Yes, sir. 

Mr. Putuurres. For identification of your veterans? 

Mr. Lonereitow. A master index file here in Washington. 

Mr. Puiuies. Then do you have a similar file in the Insurance 
Division ? 

Mr. Lonerettow. That master index carries the “C” number, the 
insurance numbers, World War I adjusted compensation and allot- 
ment numbers, and it carries certain other numbers relating to vet- 
erans prior to World War I. 

Mr. Putures. That is an answer, but to make it clear on the record, 
does the Insurance Division then have a similar file of its own? 

Mr. Lonerritiow. No. 

Mr. Puriurrs. How much would you save if you put that under 
mechanical handling? 

Mr. Loneretiow. I have not been directly connected with these 
activities except since the middle of September. However, I have 
been in the Veterans’ Administration for many years and I have 
been told that a great deal of study has been given, particularly since 
World War ITI, as to a more economical index system,’and so far no- 
body has come up with one. 

Mr. Putuies. Let us come back to the 37 people who work in the 
Office Methods Service. Is that a year-in-year-out job? 

Mr, Loneretiow. Yes. That is under the direction of Mr. Hoener. 

Mr. Putuirs. Why is that a continuous process ? 
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Mr. Horner. We have four groups in there. We have the Admin- 
istrative Division that develops and recommends policies and plans 
for operations such as mail, transportation, and such. 

In addition we have a Machine Records Division that works on 
the tabulating-machine procedures. Then Mr. Broders appeared this 
morning from the Telecommunications Division. 

Mr. Putuures. Is he one of the 37 ? 

Mr. Hoener. Yes. And we have a Records Management Division. 

Mr. Putiures. What is the difference between the Records Manage- 
ment Division of the Office Methods Service and the Office Manage- 
ment Service which requires 1,604 people to carry out its functions? 
How many people does the index use? 

Mr. 388. 

Mr. Putuies. That is part of the 1,604? 

Mr. Lonerettow. Yes. 

Mr. Putiuirs. You have 388 people working on the index. How 
many names are in that file? 

Mr. Lonerettow. Well, it is over 60 million. 

Mr. Putiures. You had better explain how you get 60 million out 
of a total of 20 million veterans. Do you have widows and heirs sepa- 
rated and filed on separate cards? 

Mr. Lonereiiow. The correct figure is 29 million, not 60 million. 
Mr. Chairman, that index goes back beyond World War I and takes 
care of the peacetime establishment during the years. It takes in 
every veteran who ever filed a claim or had an allotment and allow- 
ance in World War I, and if there was no reason for setting up a rec- 
ord for the veteran, when the veteran died if some relative filed a claim 
a record was set up in behalf of the veteran for the relative. Durin 
fiscal year 1953 identifications were completed to a total of 6,228,515. 

Mr. Putriurs. What do you use the other 1,216 people for? 

Mr. Lonerettow. In the Publications Division we have 342. 

Mr. Pumurrs. Publication of what? 

Mr. Lonerettow. Of printed matter; forms, manuals, technical 
bulletins. 

Mr. Patiuies. A couple years ago this agency testified it was chang- 
ing and simplifying its forms and would reduce the number of pone 
I do not know how many there were at that time so I do not know if 
= have or not. That is 342 people. You still have 874 to account 
or. 

: Mr. Lonerettow. We have 131 in our central office mail and distri- 
ution. 

Mr. Putts. How many pieces of mail a day? 

Mr. Loneretiow. I do not have that figure with me, sir. 

Mr. Puruirs. Put it in the record. 

(The information is as follows :) 


During fiscal year 1953, an average of 130,883 pieces of mail were received each 
working day and an average of 61,955 pieces were dispatched. 
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Mr. Putters. You still have 743 to account for. 
Mr. Lonere.Ltow. We have 122 in the machine records and account- 


ing. 

Mr. Puu.utirs. Do not forget you have just testified there were a 
number in the Office Methods Service. 

Mr. Loncre.Low. In the Office Methods Service that is a staff oper- 
ation as distinguished from the actual handling of the cards and the 
actual tabulating. 

Mr. Puiures. All right. How many do you have left now? I be- 
lieve you have 621 left. 

Mr. Lonerettow. We have 67 in the records development. 

ma inane What records are you developing that require 67 
people 

Mr. Loneretiow. Military service, medical and other records, for 
use in adjudication of claims for benefits, including claims for com- 
pensation and pension, hospitalization and insurance. 

Mr. Putures. You still have 554 people to account for. 

Mr. Lonare.tow. We have 116 in our Finance Division which takes 
care of all the finance operations for our central office. 

Mr. Putuirs. Who is responsible for that? Who is the head of it? 

Mr. Miss Cassidy. 

Mr. Puruires. You can tell Miss Cassidy I think she is doing a bet- 
ter job with the 116 people than some of her male colleagues are 
doing with their manual and mechanical methods in the number of 
people they require to operate them. 

Mr. Lonarettow. We have 130 in our Supply and Maintenace 
Division. 

Mr. Putiutrs. Do they include all the ones Mr. O’Neil accounted 
for a while ago, or do we add these to the 4,813 ? 

Mr. Loneretiow. They should be included in the total, but there 
are people in the Supply and Maintenance Division that really have 
nothing to do with the purchase or distribution of supplies. This 
includes the matter of housekeeping for our two buildings here in 
Washington, that is, our central office at Vermont and H Street and 
the Munitions Building. We are tenants of the General Services 
Administration. We have to have someone who acts as liaison and 
clearing house for things that have to be taken up with the GSA. 

Mr. Putuirs. This is your building manager, so to speak ? 

Mr. Loneretiow. Yes. 

Mr. Puitsirs. How many people does he have to have to help him? 

Mr. Lonerettow. In the building-management section at the pres- 
ent time there are 71, and that includes a considerable number of 
laborers who are now engaged in the move which is being made in con- 
nection with the reorganization. 

Mr. Puttirrs. How many would you say are engaged in that ? 

Mr. About 31. 

Mr. Putuies. Then you will not need those for 1955? 

Mr. Lonerettow. We hope not, sir. 

Mr. Putures. All right. How many do you have left now? 

Mr. Lonere.itow. I am not sure I follow you. Have left where! 

Mr. Puiuies. I am taking off those you give us. I believe you 
have 200 unaccounted for. 
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OFFICE OF PERSON NEL 


Mr. Lonerettow. In our central office personnel division we have 62. 

Mr. Pours. What do they handle? 

Mr. Lonereitow. Personnel transactions for all the procuring and 
changes in status here in Washington. 

Mr. Puiiies. The second item on page 31, Office of Personnel, 
accounts for 56 people in the office of personnel. Are the 62 in addi- 
tion to those ? 

Mr. Lonere.iow. Yes. 

Mr. Putiures. What is the total number of employees in the Vet- 
erans’ Administration as of the most recent figure ¢ 

Mr. Loneretiow. | do not have it. 

Mr. Hietry. About 170,000. 

Mr. Baker. 168,868 as of December 31, 1953. 

Mr. Pures. Have we exhausted all of the 1,604? 


SECURITY SERVICE 


Mr. Lonerettow. No, sir. We have a Security Service of 20 
employees as of January 31. 

Mr. Puiurs. All in Washington? 

Mr. Loneretiow. Yes. 

Mr. Pues. Is that another name for a night watchman ? 

Mr. Loneretiow. No, sir. This is the security which is made nec- 
essary by what was originally called the loyalty program and now is 
carried on under President Eisenhower’s Executive Order 10450 of 
April 25, 1953, and Executive Order 10501 of November 9, 1953. 

Mr. Putuirs. If that is going to be taken over by the new loyalty 
board you will not need those 20 people, will you? 

Mr. Lonerettow. I do not know anything about a new loyalty 
board. This isa going program. 

Mr. Puttirs. Is this being handled by the Civil Service 
Commission ? 

Mr. Lonerriiow. No, sir. 

Mr. Pues. How many more do you have left. there? 

Mr. Lonereiiow. I have not checked off the figures here as we have 


gone along; I am of the impression we have about exhausted it. 

Mr. Pures. I think you had better put a list in the record to 
check against what you have said. 

(The matter referred to above is as follows:) 
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Office of Assistant Administrator for Administration 


On duty Estimated 
Jan. 31, 1954 for 1955 
1 See the following: 

Office Services Division: 
Machine records and accounting 122 

General records 


Me Maintenance Division: 
ce of Chief 


Fund and Inventory Management Section. 
Storage and tone Section 


Total 
Central Office Personnel Division_......_- 
VA Records Service Center (Columbus, Ohio) 
Office of Director, Management Servi 3 


Total 


2 The reduction of 159 from on-duty oe at Jan. 31, 1954, to the a estimated for 1955 fiscal! 
portio mate basis insofar as 


year will be made in the subdivisions 


this service on a pro} 
workload requirements. 


is consistent with 


Mr. Puitures. The 20 you just testified were in the Security Service, 
you show on your list on page 31 as Security Service 17 as a separate 


item from the 1,604. Am I right? 


Mr. Lonarentow. Yes, sir. I did not realize we were still talking 


in terms of the Office Management Service alone. 


Mr. Puiures. You want 17 people for next year and you presently 


have 20 people in the Security Service. 
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RECORDS SERVICE CENTER 


On page 36, at the bottom of the page, you show “Records service 
center.” How many records are you getting rid of? 

Mr. Horner. We are constantly disposing of records within the 
Veterans’ Administration. At the present time we have a very active 
on disposal of records. 

r. Potties. How many? 

Mr. Horner. At present we are screening for disposition dummy 
“C” folders that were created after World War I and maintained 
until about a year ago. 

Mr. Puiiies. What are dummy “C” folders? 

Mr. Horner. Those are folders that contain copies of certain rec- 
ords such as adjudication records, correspondence, birth, marriage cer- 
tificates, discharge records, and so on, kept in the central office. 

Mr. Puuuutrs. Let us get some figures. Can you give it to me in the 
number of folders or in cubic feet of space? 

Mr. Hoerner. 28,914 linear feet composed of 4,140,000 folders. 
These are presently being screened. 

Mr. Pues. What would you say was the age of the most recent 
of those folders? 

Mr. Horner. About 1 year. 

Mr. Tuomas. How many records sections do you have? You have 
one in Philadelphia and where else? 

Mr. Horner. We have only one. The one at Philadelphia was 
transferred to Columbus, Ohio. 

Mr. Putires. When do you turn your records over to Archives? 

Mr. Horner. The VA turns its records over to the National Ar- 


chives when the records are determined by Archives to be of historical 
research value where they will be retained for posterity. Certain ad- 
ministrative records are turned over to GSA Federal Record Centers. 
The veterans’ records we maintain at our regional offices, hospitals, 
centers, and the Veterans’ Administration Records Service Center. 


VISUAL EDUCATION 


Pw Puiuires. We come now to “visual education.” Tell me what 
at is. 

Mr. Lonerettow. Mr. Smith of the Publications Division will tell 
you about that. 

Mr. Pures. Whom are you educating? 

Mr. Smirn. This consists of visual education materials that are 
prepared by the administration for the use of hospital staffs and medi- 
cal conventions. 

Mr. Puuutrs. Is it all medical? 

Mr. Smirn. Just about entirely. I would say over 90 percent is 
medical. 

Mr. Puuuirs. We had testimony on that yesterday. 


MISCELLANEOUS OPERATING EXPENSES 


Mr. Puruirs. We will insert pages 42 through 49. 
(The material follows:) 
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MISCELLANEOUS OPERATING ExpENSES—GENERAL ADMINISTRATION, $5,291,387 


Comparison of obligations by object and subobject classification 


Tnerease (+) 
Actual, Estimated, | Estimated, or 
Object of expenditure fiscal year fiseal year fiscal year | decrease (—), 
1953 1954 1955 1955 over 
1954 
03 Transportation of things (other): 
0320 Other transportation costs__...__. $59, 245 $56, 471 $67, 351 +$10, 880 
0330 Shipment of household goods_.__- 10, 112 10, 100 10, 500 +400 
0340 Parcel post reimbursement... _.__. 49, 609 50, 066 76, 714 +26, 648 
Total transportation of things_. 118, 966 116, 637 154, 565 +-37, 928 
04 Communications services: 
0400 services........- 119, 985 21, 838 14, 940 —6, 898 
Total communications services. 119, 985 2, 830, 638 3, 999, 940 +269, 302 
05 Rents and utilities services: 
0510 Rentals—real property ...._.__._- 598 700 800 +100 
0520 Rentals—equiy 299, 856 204, 252 201, 467 —2, 785 
0590 Utility 2,114 —2, 063 
Total rents and utilities. ...._.. 302, 568 207, 015 202, 267 —4, 748 
06 Printing and reproduction_................- 1, 371, 246 1, 304, 184 1, 259, 135 — 45, 049 
07 Other contractual services: 
0710 Storage, maintenance and repairs 
of vehicles__ 2,179 1,500 25, 000 +23, 500 
0720 to furniture and ‘equip- 
ent... 25, 386 16, 205 20, 155 +3, 950 
0730 Maintenance ‘and “ operation “of 
es 27, 863 32, 037 25, 155 —6, 882 
0750 Miscellaneous ad ministrative and 
operating expenses. 70, 587 44, 888 32, 811 —12, 077 
"~ other contractual serv- 
ene dan 126, 015 94, 630 103, 121 +8, 491 
08 naa and materials: 
Office supplies 366, 282 364, 416 278, 763 —85, 653 
Books for libraries (legal)... _- 4,350 4, 000 3, 000 —1,000 
0870 Other operating ‘supplies. nes Witches 51, 644 58, 025 37, 278 —20, 747 
0880 Materials for fabrication _......__- 16, 057 17, 144 18, 856 —3, 288 
Total supplies and materials_ - - 438, 995 443, 585 332, 897 —110, 688 
09 Equipment: 
0920 «Furniture equipment_. 165, 030 131, 334 131, 320 
0959 Other utilities and | operating 
1, 667 2, 000 1, 988 —12 
Total equipment__._........- 166, 697 133, 334 133, 308 —2%6 
13 Refunds, awards, and 39, 585 | 6, 154 
Grand total obligations._...._......._- i 2, 684. 922 5, 136, 177 5, 291, 387 +155, 210 


Miscellaneous operating expenses under the “General operating expenses” 
appropriation include all operating costs exclusive of salaries and travel that 
are not readily attributable to individual functions. 


03 Transportation of things (other), $154,565 

0320 Other transportation costs.—This subobject provides for transportation 
costs for incoming and outgoing shipments not chargeable to the vendor, the 
costs of freight, express, demurrage, switching charges, crating, handling, dray- 
age, parcel post, and incidental charges to local transportation. 


Actual obligations, year 1903... $59, 249 


Estimated obligations, fiscal year 1954 56, 471 
Estimated obligations, fiscal year 1955_.__-__-_- 67, 351 
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The estimate includes funds for the transportation of records to depositories, 
the shipment of tabulating and statistical equipment, informational material 
and exhibits, the shipment of administrative items from the depots, blank forms 
from GSA and other normal transportation requirements. Provision has 
been made for the 15 percent increase in Railway Express rates allowed by the 
July 30, 1953. 

0330 Shipment of household goods—TYo provide funds for the shipment of 
household goods of employees transferred. 


Actual obligations, fiscal year 1953 
Estimated obligations, fiscal year 1954 
Estimated obligations, fiscal year 1955 


It is estimated that $10,500 will be required to cover the costs of shipment of 
household goods and personal effects of employees transferred officially during 
the fiscal year 1955 between central office and field installations and between 
separate field installations under the jurisdiction of general administration 
services. 

03840 Parcel post reimbursements.—To provide funds to reimburse the Post 
Office Department and other Federal agencies for the shipment of various items 
of material via parcel post. Provision has been made in the estimate for the 
increase in parcel post rate effective October 1, 1953. 


Actual obligations, fiscal year 1953. 
Estimated obligations, fiscal year 1954 
Estimated obligations, fiscal year 1955 


04 Communication services, $3,099,940 
0400 Communication services.—To provide funds for telephone, telegraph, tel- 


etype, and other communication services, including postage costs other than 
parcel post and penalty mail. 


Actual obligations, fiscal year 1953 
Estimated obligations, fiscal year 1954 
Estimated obligations, fiscal year 1955 


0410 Penalty mail—To provide funds to reimburse the Post Office Department 
for the costs of penalty mail. This covers the transmission of all penalty indicia 
matter, as provided for under Public Law 286. This estimate provides for all 
penalty mail costs for the entire Veterans’ Administration nationwide and is 
based on current operating experience. 


Actual obligations, fiscal year 1953 
Estimated obligations, fiscal year 1954 
Estimated obligations, fiscal year 1955 


05 Rents and utilities, $202,267 


0510 Rentals—real property.—To provide funds for office space for the VA 
representative in Balboa, Panama Canal Zone. 


Estimated obligations, fiscal year 1954 
Estimated obligations, fiscal year 1955 


0520 + Rentals—equipment.—Requirements for rentals of equipment are based 
on the continuation of approved and projected programs which must be accom- 
plished by the use of tabulating, microfilming, and other miscellaneous business 
type machines on a rental basis. 

With the elimination of some operations, consolidation of activities and in- 
creased efficiency some savings are estimated over fiscal year 1954 with sub- 
stantial savings for fiscal year 1955 over 1953. 


Actual obligations, fiscal year 1958 ’ 
Estimated obligations, fiscal vear 1954 204, 252 
Estimated obligations, fiscal year 1955 201, 467 


06 Printing and reproduction, $1,259,135 


0600—Printing and reproduction.—This estimate provides for the cost of print- 
ing and reproduction including those services performed by the Governmeént 
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Printing Office, commercial contract printers, General Services Administration 
and other Government agencies. 


Actual obligations, fiscal year 1953 $1, 371, 246 
Estimated obligations, fiscal year 1954___ 1, 304, 184 
Estimated obligations, fiscal year 1955___ 1, 259, 135 


07 Other contractual services, $103,121 

0710 Storage, maintenance, and repair of motor vehicles —To provide funds 
for the cost of storage, preventive maintenance, and all repairs to motor vehicles, 
including battery charging and repairs, tire repairs, washing, etc., when per- 
formed on a contractual basis: 


Actual obligations fiscal year 1953_ $2,179 
Estimated obligations fiscal year 1954 1, 500 
Estimated obligations fiscal year 1955. 25, 000 


The increase in costs estimated for fiscal year 1955 result from the loss of 
garage space formerly used for storage, maintenance, and repair work performed 
by VA employees which must now be performed on a contractual basis. 

0720. Repairs to furniture and equipment.—This estimate provides for the 
cost of repairs, preventive maintenance, and upkeep of office furniture, furnish- 
ings, and equipment: 


Actual obligations fiscal year 1953 $25, 386 
Estimated obligations fiscal year 1954 16, 205 
Estimated obligations fiscal year 1955 20, 155 


Requirements include costs of repairs to electric motors, mimeograph machines, 
blueprint machines, photostat, ditto, and other duplicating equipment which 
must be performed by outside labor on a contractual basis. 

0730 Maintenance and operation of buildings.—To provide for the mainte- 
nance and repair of buildings, minor alterations and improvements (costing 
less than $1,000), and contractual and/or reimbursable costs for elevator opera- 
tors (when required after regular hours), guards, janitorial, and other cus- 
todial services not provided by General Services Administration and/or under 
the terms of lease agreements. 


Actual obligations, fiscal year 1953_ $27, 863 
Rstimated obligations, fiscal year 1954 32, 037 
Estimated obligations, fiscal year 1955 25, 155 


0750 Miscelianeous administrative and operating services.—To provide for 
contractual stenographie work, translation services, advertising and publication 
of notices, car tokens, regraining of offset plates, installation of IBM equipment, 
and other miscellaneous contractual services performed by individuals and other 
Government agencies on a reimbursable basis. 


Actual obligations, fiscal year 1953 $70, 587 
Estimated obligations, fiscal year 1954 44, 888 
Estimated obligations, fiscal year 1955 82, 811 


08 Supplies and materials, $332,897 

0820 Office supplies.—The estimate provides funds for the purchase of general 
office supplies and special office supply items such as photocopying paper, film, 
standard forms, and other comparable items. 


Actual obligations, fiscal year 1953 $366, 282 
Estimated obligations, fiscal year 1954 364, 416 
Fstimated obligations, fiscal year 1955 278. 763 


The major items of expense include reproduction paper and supplies, miscel- 
laneous items of a nonrecurring nature and those peculiar to an individual service 
not feasible to carry in stock, tabulating paper and supplies and standard forms. 

0825 Books for legal libraries.—To provide for the purchase of lawbooks and 
continuances of supplements in existing legal libraries. 

Actual obligations fiscal year 1953 $4,350 
Estimated obligations fiscal year 1954__- 
Estimated obligations fiscal year 1955 
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The estimate is based upon needs of the General Counsel’s Office for contin- 
uances and supplements for existing libraries and to provide additional lawbooks 
necessary to handle all phases of legal operations. 


0870 Other operating supplies.— 


Actual obligations fiscal year 1953 $51, 644 
obligations Gecal vear 1066... 37, 278 


The amount requested for fiscal year 1955 is estimated as necessary to cover 
requirements for gasoline, lubricants, tires and tubes, sparkplugs, batteries, 
repair parts, handtools, and other supplies incidental to the maintenance and 
operation of motor vehicles, paints, brushes, varnish, and supplies for the main- 
tenance and upkeep of furniture, miscellaneous items in connection with the 
repairs to equipment, packing and crating supplies, cleaning and toilet supplies, 
and other items of supply not properly chargeable to other 08 subobjects such 
as wax paper, towels, soap, paper bags, wrapping paper, twine, etc. This esti- 
mate also includes $3,000 for the purchase of newspapers and periodicals. 


0880 Materials for fabrication.— 


Estimated obligations fiscal year 1954 17,144 
Estimated obligations fiscal year 1955_.__--__.-______ 13, 856 


This subobject provides funds for the cost of repair and replacement of parts 
to be used by VA employees in repairing or refinishing such items as typewriters, 
desks, and other miscellaneous item. It includes maintenance and repair parts, 
lumber for shelving and for storage of forms and office supplies, plumbing parts, 
and supplies. 

09 Equipment, $133,308 

0920 Furniture and equipment——To provide funds to cover the cost of all 
types of office machines, office furniture, filing equipment, office equipment, ete. 
This includes the replacement of typewriters and office machines which are beyond 
economical repair, replacement of unserviceable filing equipment and furniture 
and miscellaneous equipment such as lamps, drafting equipment, tape machines, 
chairs, bookcases, desks, tables, etc. 


Actual obligations fiscal year 1953 ead $165, 030 
Estimated obligations fiscal year 1954 131, 334 
Estimated obligations fiscal year 1955_____ celine 131, 320 


0959 Other utility and operating equipment.—To provide funds for the pur- 
chase of machinery and implements, garage and shop tools. 


Actual obligations fiscal year 1953_____ $1, 667 
obligations fecal year 2, 000 
Hstimated obligations fiscal year 1, 988 


10 Lands and structures 
No funds are estimated for fiscal year 1955. 
13° Refunds, awards, and indemnities 


1300 Refunds, awards, and indemnities.—To provide funds for employee 
suggestion awards and the settlement of tort claims. 


Estimated obligations fiscal year 1954__-__-._________._____--_--_--_. 6, 154 


Estimated obligations fiscal year 1955_...__..--_---__-_______----_ 


PENALTY MAIL 


Mr. Puttres. There is quite a difference, on page 44, between the 
increase in reimbursements from your agency to the Post Office De- 
partment and some of the other agencies. 

Mr. Baxer. Mr. Chairman, are you looking at the amount of 
$2,808,800 ? 
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RENTS AND UTILITIES 


Mr. Patties. You have an item up here for rents and utilities, 
which I presume we are supposed to know all about. Or is that a total / 
Mr. Baker. That is the sum of two items, there. 


OTHER CONTRACTUAL SERVICES 


Mr. Putters. The clerk calls attention to a sudden jump in the item 
0710 on page 46. In 1953, you had repairs for motor vehicles, $2,179. 
In 1954, $1,500. And in 1955, $25,000. It looks as if you had the 
comma in the wrong place. 

Mr. Baker. The explanation is in the paragraph following. The 
increase in costs results from the loss of garage space formerly used for 
storage, maintenance, and repair work which must now be performed 
on a contractual basis. 

Mr. Putures. How did you come to lose it? 

Mr. Baxer. I don’t believe I could answer the question as to how we 
came to lose the garage space. 

Mr. Puiitres. How did you come to lose the garage space and take 
that jump, Mr. Stevens? 

Mr. Srevens. GSA canceled the leases and would not give us garage 
space. They told us we would have to get out. 


PRINTING AND REPRODUCTION 


Mr. Jonas. Does this item of printing include the purchase of sta- 
tionery 

Mr. Puttirs. That is page 45, item 06. 

Mr. Baxer. No, sir. 

Mr. Jonas. It includes only forms? 
oe Baker. Forms obtained through the Government Printing 

ce. 

Mr. Smiru. We purchase letterheads for both office and field sta- 
tions out of this item. 

Mr. This item? 

Mr. Soirn. Yes, sir. 

Mr. Jonas. Do you have any idea how many letterheads you pur- 
chased last year ? 

Mr. Sairu. I haven’t at the moment; no, sir. 

Mr. Putters. How many forms do you have now stocked up? 

Mr. Smrru. Our forms condition is very good. We have an inven- 
tory of about 1 year’s supply. Now, if I may make a rough estimate, 
it is probably the equivalent of about 300 or 350 million forms. But 
that represents 3,000 different items, or approximately 3,000 different 
items. 

Mr. Putuirs. I think the Veterans’ Administration must have a 
very large supply of scratch pads. Am I right? 

Mr. Smirn. No, sir; but we utilize paper for scratch pads before 
we throw it away. 

Mr. Putters. I thought, with all the letterheads and forms you 
could not use, that you came up and reported several years ago, and 
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that Mr. Jonas was talking about, you must have a lot of scratch pads 
as a result. 

Mr. Smiru. We have a program, sir, in the Veterans’ Administra- 
tion, where before we can salvage forms, a like savings has to be shown 
in the adoption of the new form which will replace the old. So our 
program does not permit of much salvage. 

r. Baker. Mr. Chairman, you were asking a while ago about 
the increase on page 46. I would like to point out that on page 48 
there is a reduction of $58,000 to $37,000, because we no longer have to 
buy these parts that we are using. ‘That is somewhat of an offset. 

Mr. Puts. Material for fabrication on page 46. Is that not a 
rather formal heading for buying a few typewriter repairs? 

Mr. Baxer. That is standard Government nomenclature, sir. 


EQUIPMENT 


Mr. Puitiures. Why do you want to buy more furniture and equip- 
ment, when you are reducing your number of employees? You had 
better give us back a little money on that one. 

Mr. Baxer. That is practically all replacement, sir. 

Mr. Puiturres. You might say, while you are at it, how your costs 
compare with the GSA on these same items that either one of you 
might purchase. 

Mr. O’New. We have proved what they claimed in that letter, that 
through peroneems direct from canners or at least including them in 
our souree of supp ‘ we have saved from 15 to 16 percent. They do 
not do that, and they propose to do that on the remainder of the 


business. We are saving the 15 percent which they have implied could 
be saved elsewhere. 
Mr. Puiutrs. That is interesting, and justifies an explanation of 
how you can ony 16 percent cheaper than GSA can purchase. 
3 


Mr. O’Nem. Because of our methods of purchase. We go to the 
canners themselves; that does not mean we always buy from canners. 
Sometimes jobbers undersell canners. But we get our benefit by 
dividing up our business to attract the small canner as well as the 
large canner, taking the lowest bid. 

The specific comment which Mr. Longfellow asked me to make was 
the comment I made to him that in our purchase of canned tomatoes 
this year we were able to buy canned tomatoes in California, de- 
livered in Somerville, N. J., cheaper, freight paid, than we could buy 
them anywhere else. 

Mr. Lonereitow. Give them the boysenberry deal now. 

Mr. O’Net. We also bought boysenberries in Maine for delivery to 
California, and the delivered price laid down was cheaper than we 
could get them for in the local market. 

Mr. Pures. Are you talking about canned boysenberries and 
canned tomatoes ? 

Mr. O’New. Canned goods, the so-called nonperishables to which 
they are referring. 

Mr. Puiis. Are you buying in hospital size cans, or smaller? 

Mr. O’Nen. Both, but principally in hospital size or institution 
cans, No. 10 cans. 
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DEPARTMENT OF VETERANS’ BENEFITS 


Mr. Puuties. Thank you. 
We will insert pages 50 to 55. 
(The material follows :) 


DEPARTMENT OF VETERANS’ BENEFITS, $113,458,900 


The Departments of Veterans’ Benefits has been organized as a complete in- 
tegrated and self-contained organization with line and staff responsibilities 
defined and separated as recommended by the President’s Advisory Committee 
on Government Organization. The Department is under the direction of a Deputy 
Administrator who has full responsibility and authority to administer all direct 
benefit activities, exclusive of medical and insurance. He reports directly to the 
Administrator for Veterans’ Affairs. 

On his staff the Deputy Administrator has an Assistant Deputy Administrator 
for the Department who acts for him during periods of his unavailability, and 
participates fully in the direction of all activities of the Department. 

The staff also includes a Controller and Assistant Administrators for Compen- 
sation and Pensions, Loan Guaranty, Vocational Rehabilitation and Education, 
and Field Operations. 

The Office of Assistant Deputy Administrator for Field Operations is respon- 
sible to the Deputy Administrator for all field activities of the Department 
including field supervision. 

In the following table estimated total employment for the Department for fiscal 
years 1954 and 1955 is summarized and compared with the fiscal year 1953 
experience : 


Estimated, 


Estimated, 
fiscal 


Gross average employment. 27, 183 
Estimated reduction (consolidation of functions) —2, 267 
‘Transferred to ‘‘Out-patient care” appropriation 714 —1, 652 1 —1, 646 
fer of contact program in hospitals and domiciliary facil- 
ities to ‘General operating expenses’’ +378 +460 14409 


Net average employment. 25, 847 


1 Funds requested in “‘Out-patient care” appropriation for fiscal year 
1 Funds requested in ‘‘General operating expenses” appropriation for eon year 1955, . 


Narrative justification for 24,734 man-years is contained in the following pages ; 

however, funds to support only 21,230 man-years are requested for the Depart- 
ment of Veterans’ Benefits in the “General operating expenses” appropriation. 
This difference of 3,504 man-years is explained as follows: 

(1) Estimated man-year requirements based on workload projections and cur- 
rent performance standards have been reduced by 2,267 man-years in expectation 
of a possible savings which can result only by the actual consolidation of functions 
performed in field offices. 

(2) Total man-year requirements for the Administrative, Finance, Personnel, 
Supply, and Engineering Divisions in regional offices are justified under “General 
operating expenses” ; however, funds to support 1,646 man-years for these activi- 
ties are included in the “Outpatient care” appropriation, which is a proportion- 
ate share of the regional office personnel associated with, and providing services 
to, the outpatient activities located at regional offices. 

(3) Contact personnel in hospitals and domiciliary facilities have previously 
been paid from the “Maintenance and operation of hospitals” and “Maintenance 
and operation of domiciliary facilities” appropriations; however, justification 
and funds for this purpose are contained in the “General operating expenses” ap- 
propriation for fiscal year 1955. 

For the above reasons, the Department of Veterans’ Benefits detailed justifica- 
tion is submitted for 24,734 man-years although funds are requested for only 
21,230 man-years. 


D 

fiscal year 
year 1953 1954 1955 
=| 240 | 21, 230 
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Comparative summary of requirements by major function, all objects of expenditure 


Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1953 954 


Departmental: 

Administrator. 

Compensation and pensio’ on 

Vocational ~~ and education 

Controller. - 733. 196 

Assistant Deputy Administrator (field): 
Office of the Assistant Deputy Administrator ’ 19, 687 
Supervision , 332 1, 341, 917 
Contact and Foreign Service 243, 597 
Guardianship and Field Examination Service....-_-- 5. 167, 105 
Office Administration Service... 219, 104 
Supply Service . 205, 130 191, 801 


Subtotal, Assistant Deputy Administrator (field) --- 2, 308, 946 2, 160, 175 
Miscellaneous operating expenses 75, 772, 778 767, 


Total, departmental , 027, 2 6, 194, 491 


2, 574, 422 
8. 455, 538 
10, 014, 608 
26, 274, 052 
10, 990, 998 


11, 710, 683 
Administrative 


Readjustment allowance 

Miscellaneous operating expenses _ 


23, 218, 315 | 121, 022,509 | 107, 591, 


Grand total, departmental and field bn "129, 245, 623 127, 217, 000 | 113, 458, 900 


Obligations by objects 


Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1953 1954 1955 


Average employment: 
Departmental 
Field 


Total, average employees. -- 


Obligations: 
OL Personal services: 
Departmental $4, 899, 421 $4, 959, 916 
110, 289, 250 445, 


115, 188, 671 110, 405, 580° 95, 201, 716 


251, 702 326, 172 324, 340 
2, 039, 841 2, 650, 802 2, 662, 687 


Total, employee----_------- te 2, 3 543 | 2, 976, 974 2, 987, 027 
Beneficiary, field, total. 5, 622 | 314, 256 


03 Transportation of things: 
Departmental 


04 Communication services 


100, 940 
1,153,524} 1,171, 376 962, 598 
otal, 1,208,245 | 1,272,816 | 1, 062, 562 


Field: 
attormey 8, 375, 176 
Vocational rehabilitation and education BN Rs es 28, 519, 660 
an 12, 365, 851 

1,784,950 | 1, 743, 997 1, 368, 465 

80, 973 be 

4, 888, 571 | 4, 915, 478 4, 722, 260 
| 

24, 976 23, 766 20, 422 
25, 847 4, 631 21, 230 
90, 562, 073 
Ranpoves: 
32, 921 33, 624 | 49, 020 
- - - - --- - ---- -------------- 336, 999 | 350, 673 | 327, 340 
D 
Fi 
—— 
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Obligations by objects—Continued 


Actual, 
fiscal year 
1953 


Estimated, 
fiscal year 
1954 


Estimated, 
fiscal year 
1955 


Obligations—Continued 
05 Rents and utility services: 


84, 755 59, 679 64, 148 
1, 116, 520 1, 143, 293 1, 127, 977 
06 Printing and reproduction: a 
395, 313 375, 980 364, 803 
07 Other contractual services, other: 
138, 757 167, 563 172, 504 
nd 4, 276, 907 5, 589, 926 6, 614, 322 
4,415,664 | 5, 757, 489 6, 736, 826 
08 ~—— and materials, other: — 
121, 504 127, 880 106, 177 
1, 251, 547 1, 144, 189 1, 318, 835 
1,373,051 | 1, 272, 069 1, 425, 012 
09 


425, 241 


2, 525 
119, 675 


122, 200 


126, 750 


127, 272, 561 
—55, 561 


113, 521, 461 
— 62, 561 


127, 217, 000 


113, 458, 900 


FIELD EXAMINATIONS 


Mr. Puu.irs. I have a few notes here on veterans’ benefits, which 
may not be in order, but which I will clean up while I am here. 


n pages 96 and 97, your field examinations, your travel costs, in 
1953 for 135,859 cases, was $380,272, while in 1955, you estimate you 
are going to have almost 6,000 less cases, fewer cases, and you asked 


for $85,000 more for travel alone. 


Now, if we take a reduction, a comparable reduction, between 1953 


and 1955, you should have asked for $100,000 less. 
Mr. Hietey. Where would that travel be? 


Mr. Pues. On pages 96 and 97, I think. I have them taken off 


on a separate sheet. 


Mr. Higiey. That is the money. I was wondering about the travel 
figures you used in there, the number of people traveling. 
Mr. Puiuirs. That is at the top of page 96 in the first paragraph. 


It gives 135,859 field examinations for 1953, with 383 man-years; 
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10 Lands and structures: 

11 Grants and subsidies: 

Field, total... 2,048,953 | 2, 800, 000 3, 300, 000 ye 

13 Refunds, awards, 
Departmental... ...... 11, 410 1,774 1,774 

8, 890 25, 835 25, 835 th 
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in 1955 then you anticipate 355 examinations per examiner, which is 
the same number per examiner as in 1953, and you expect to have 
only 366 man-years, but you ask for more money. 

I think you made a mistake. That is what I am working up to. I 
think there is a clerical error. 

I think we will make a note to correct your clerical error. 

You will find that in more simple language at the top of page 96, 
and then we will compare it with the money request on page 97 at 
the top of the page. 

Any reason for remaining on this item any longer? 

ey Stone. You have 11 more man-years estimated on that; haven’t 
you! 

Mr. Puituies. Not according to you. You have 17 less man-years. 
That is at the top of page 96. Three hundred eighty-three man-years 
for 1953; 366 man-years for 1955. The 355 figure that you used was 
the number per man, and that is the same in each case. And the 
number of examinations is 5,000 or 6,000 less. I think it is a clerical 
error, myself. 

Mr. Stone. Apparently it is. We will have to check it to see. 

Mr. Pauurirs. Now, on page 97 this interests me. There is prob- 
ably some reason for it, but apparently none of your people ever 
come home from abroad. You do not have any return travel, trans- 
pacific travel, until 1955. Why was not there any transpacific return 
travel in 1953 or 1954? 

Mr. Opvom. They went out in 1953, and they haven’t come back 
yet. 

: Mr. Stone. A 2-year tour of duty. 

Mr. Puriuirs. Then there should have been some in 1953, should 
there not? Because 1955 brings them home. I do not. know any 
reason why they should not get the money to come home, but I just 
wondered what happened to them in 1953 and 1954. 


CONTACT OFFICES—TRAVEL OF EMPLOYEES 


Pages 99 and 101, travel of employees. In 1953, the travel of 
$112,000, with an average employment of 2,254, was $50 per employee. 
That was 1953. In 1954, bringing it down to the per employee, the 
average cost has gone up to $61, and in 1955 it is going up to $85. 
Now, there has been a material increase in travel cost, and so forth, but 
I doubt if it has taken place in 2 years. 

Mr. Monk. Which figure are you using to get that for 1955 ¢ 

Mr. Puuurrs. I am using the figure off a sheet that has it broken 
down for me, and I will have to look to see, myself. I am using the 
021 figure of the number of employees, and I am taking the average 
employment. 

Mr. Htetey. You do see the two lines of figures? 

Mr. Putuurs. Now, they have taken that and gotten the average 
cost per employee, of $50 in one year, $61 in the middle year, and $85 
projected for next year. It seems that is a reasonable jump. And 
when it gets up to the matter $15,000 or $20,000, maybe you could find 
a little a at to save some of that money we are trying to get. 
an Monk. That travel of $145,200 is computed for the 1,430 plus 
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The travel of $145,200 was computed for the 1,839 employees. 
When that 136 one-line deduction was made there was not a corre- 
sponding reduction for travel. 

Mr. Puiires. You are arguing on my side. That means that in- 
stead of having 2,139 net average employment, as you had for the 
current year, we are now in, estimated, you expect to have 1,703 ? 

Mr. Sronr. No; 1,839 is what our figure is based on for travel, Mr. 
Congressman. 

Mr. Puiiuips. Where do you get it? You computed it before you 
took off the 136? 

Mr. Stone. Yes. 

Mr. Putuis. Then it really does come down. What base did you 
compute on? 

ill you make a note of that? 


CLAIMS SERVICE PROGRAM TRAVEL EXPENSES 


Page 102, more travel of employees; the same sort of computation. 
1t shows that on the basis of the cost per employee, the travel cost per 
employee in 1953 was $2.90, which is startlingly different from $50, 
by the way, but this is another section. It was $5.60 last year, and an 
estimated $7.70 for next year. 

Mr. Sronz. That is again based on the 4,454 figure, not the 4,032 


re. 
r. Puiures, You did not take off the consolidation of function 
reduction ¢ 

Mr. Strong. That is right. 

Mr. Purures. What does account for the jump from $2.90 to $5.60 
on roughly the same number of employees id you increase the 
travel allowance? 

Mr. Opvom. They would appear to be getting less than the per diem 
allowed, because they didn’t have enough money to pay that much. 
ba A have been traveling at a loss. 

r. Pxiures. Then we will recompute your figures slightly for 
1955, on travel, taking out the 422. 


VOCATIONAL REHABILITATION AND EDUCATION PROGRAM TRAVEL 
EXPENSES 


The same situation on page 107? These are all travel figures? 

Mr. Stone. That is based on travel of 2,533, not 3,198. 

Mr. Puturres. You have jumped per employee from $217 in 1953, 
to $324 in 1954 and to $406 in 1955, and again you have the same prob- 
lem of not having taken out the 335. 

Mr. Monk. In addition there, though, Congressman Phillips, in this 
vocational rehabilitation and education ewe a large part of that 

sa 


travel is to supervise the training of the disabled veteran. And as the 
veteran population thins out, the travel per employee increases. 

Mr. Pures. That is reasonable, but I do not know whether it is 
reasonable to the extent of $78. I think if you take out your 335, you 
will come out about right. 

Mr. Jonas. Is there any evidence to justify all that supervision? 
That is a lot of money to spend for employees to supervise. How often 
do you visit an on-the-job trainee? 
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Mr. Stone. This is practically for all rehabilitation. Mr. Coile, do 
you want to answer that? 

Mr. Come. Mr. Jonas, for the disabled veteran, we visit him either 
once every 30 days or once every 60 days. 

Mr. Jonas. How do you justify that, if he is not having any trouble, 
if he is getting along all right? Can you not assume that he is? He 
is on the job working for X plant, or in Y’s store. Why do you send 
somebody around at our expense to see him once a month ? 

Mr. Com. We have the obligation, of course, with this disabled 
man, to get him back into a reemployment status at as early a date as 
we can. And many of them run into difficulties. They are disabled 
men. They need assistance in getting those difficulties worked out. 
And we also feel that we need to make sure that the man is devoting 
his time to it and moving toward his rehabilitation as promptly as 
he can. 

Now, I gave you the intervals on the job. In the school trainees, 
we go less frequently to them, depending on the type of school that 
the man is in. 

Mr. Jonas. How many once-a-month visits do you make? 

Mr. Corr. Somewhere between twenty-five and thirty thousand 
men in training. Let me get the figures, if I may. And those that 
are in training on the job, other than apprenticeship training—the 
schedule calls for once very 30 days, unless we have an indication that 
he is getting along well enough that we could make it once every 60 


days. 

Mr. Jonas. Could you not cut this $1,300,000 travel in half by visit- 
nga once every 60 days? 

r. Come. Well, we don’t go to all of them once every 30 days, 
so we couldn’t do that, sir. I couldn’t tell you precisely at this 
moment how much it would be reduced if they reduced our schedule. 

Mr. Pumps. What would you say your average was? It is cer- 
tainly less than once every 60 days? 

Mr. Com. Well, the only thing I could do would be to make a 
guess, Congressman Phillips, but I would think it would probably 
average once every 45 days. 

Mr. Srone. Those are on call, by them wanting them, are they not? 

Mr. Corie. Of course, we sometimes make a call when some di culty 
is experienced by the veteran. 

Mr. Jonas. I understand that, but when you set up a periodic series 
of calls without knowing that you can find anything you can correct, 
it seems to me that travel could be curtailed there without injury to 


the program. 

Mr. ome. I think I should say this, sir: That the program in the 
training of the disabled has been a rather successful program. It 
has been comparatively free of abuses and criticism. And although 
the administrative costs in this program are considerably higher per 
trainee than they are in the readjustment—— 

Mr. Jonas. How long does the average period of training last? 

Mr. Come. The maximum is 4 years, except in exceptional cases. 
As to the average, I will have to insert that in the record. I don’t 
believe I have the average period of time for the disabled veteran 
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before me in my statistics. but I would be glad to give you the average 
that the disabled veteran has been in training. 

Mr. Jonas. I would like to have that, and the average number of 
exhibits. 

Mr. Corr. I would be glad to give you that for the record. TI don’t 
have it with me today. 

(The material follows :) 

The average length of training for part VII trainees to date has been 21 months. 

The answer to your second question (separate and distinct from the first) is: 
With respect to the average number of visits, not all trainees are supervised dur- 
ing a given month. During an average month, supervision contacts are made 
with: 83 percent of all trainees; 66 percent of trainees in institutions of higher 
learning; 92 percent of trainees in schools below college level; 983 percent of 
on-the-job trainees ; 82 percent of trainees in institutional-on-farm training. Some 
veterans are contacted more than once during a given month. Such would occur 
where the first contact during the month reveals an unsatisfactory training 
euatie. and further contact is necessary to insure that corrective action has 

n taken. 


LOAN GUARANTY PROGRAM TRAVEL EXPENSES 


Mr. Paris. Page 117 has a similar computation, which I pre- 
sume does not take cognizance of the 243 reduction, and that should be 
recalculated. Otherwise it would have made the cost per employee 
jump from $108 per employee in 1953, in 1954 to $142, and then to 
$185 for 1955. Now, I think that your jump from °53 to ’54 was 
quite a large jump, but I think Mr. Odom is probably right that in 
there most of the agencies of the Government were putting many 
of their traveling employees in a very difficult situation, of not being 
able to pay their hotel bills in some cases without taking it out of 
their own pocket or getting some sort of concession, which T felt was 
not desirable. 

Mr. Baxer. That is true, Mr. Phillips. And the funds that we 
had available for 1953 were about 75 percent of the amount that was 
available for 1954, so it gave us a chance to equalize those rates. 


OFFICE SUPPLIES 


Mr. Pricurps. All right. Now we are on page 149. TI will keep 
going on this sheet so as to exhaust my notations here. This is about 
office supplies. Is this just office supplies for the Department of 
Veterans Benefits? 

Mr. Sronp. Yes, sir. 

Mr. Puiurrs. All right. Tt shows that your office supplies jumped 
from $490,269 in 1953, and after a reduction to $444,744 this year, 
then it jumps next year to $503,491, although the average employ- 
ment in the section is down. 

Mr. Monk. This figure of 55 was based on the managers’ requests 
for their estimated needs in the regional offices. 

Mr. Putuiuirs. Which, being interpreted, means subject to adjust- 
ment without any particular complaint on your part. 

Mr. Monk. I wouldn’t like for it to be interpreted that way, sir. 
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BOOKS FOR LEGAL LIBRARIES 


Mr. Jonas. What about all the law books? Is that in addition to 
Mr. Odom’s library ? 

Mr. Ovom. Those are the chief attorneys’ libraries in the regiona! 
offices. They are mostly continuations of the reporter systems and 
things of that sort, that they have to keep up to 1 om 

Mr. Jonas. How many complete sets of the reporter system do you 
have? 

Mr. Ono. I doubt if there are any complete sets of all the reporter 
system, because each office has its own system, northeastern, north- 
western, and so on. Each one is supposed to have a complete set 
of either the State reports or the reporter. 

Mr. Jonas. Surely it should not take $30,000 a year to keep that 
current? 

P Ovom. To keep them up to date? Yes, sir. That is about 68 
offices. 

Mr. Pures. You have quite a material jump in 0891, I see, the 
flags for interment, and for the buildings. And I do not see any 
justification which explains a jump of that kind, because from $349,140 
for the current year, which runs a little less than 3, you suddenly jump 
up to around $450,000. Is that what the section head said he would 
like to have? 

Mr. Stone. The regional offices’ reports came in for that amount. 

Mr. Puiwirs. You do not think that the regional offices, after hear- 
ing what the Congress had done for the hospitals, thought we had sud- 
denly turned liberal and decided to ask for all they could? 

Mr. Stone. There is an increasing death rate every month. 

Mr. Puitures. To what extent? 

Mr. Sroner. I don’t know, but it is increasing considerably every 
year, every month, in fact. 

Mr. Monk. Congressman Phillips, before you leave the veterans 
benefits, to get back to these figures on travel that you were talking 
about, where we had computed the travel on the higher figure, you un- 
derstand that we arbitrarily made a percentage reduction in the per- 
— to take care of the $10 million reduction that we said we would 
make. 

Now, under an operating plan, we know that that will not be done 
all in personal services. It was arbitrarily distributed to the personal 
service item for the purpose of presenting this budget. So that those 
personnel figures should not be taken as a fixed number of people that 
would be reduced to save the $10 million. We would have to spread 
that to some other items besides the personal service item. 


COMPARISON OF OBLIGATIONS 


Mr. Puturrs. We will put in pages 57 through 61. 
(The material fellows:) 
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Deputy administrator 


Actual, Estimated, | Estimated, 
Object of expenditure t'scal year fiscal year fiscal year 
1953 1954 1955 

01 Personal services: 
Average employment __. 9 9 8 
$70, 606 $70, 606 $65, 527 
251, 702 326, 172 324, 340 


The funds requested for this activity are to provide for personal services in the 
immediate office of the Deputy Administrator for Veterans’ Benefits and travel 
costs for the entire departmental activity. 

The Deputy Administrator is directly responsible for the operation and proper 
functioning of the Department of Veterans’ Benefits. The funetions under the 
jurisdiction of the Deputy Administrator include ‘Compensation and pensions,” 
“Vocational rehabilitation and education,” ‘Loan guaranty, guardianship and 
field examination service,’ and ‘Contact and foreign service,’ with the support- 
ing complement of activities, such as ‘‘Personnel,” ‘“Supply,’”’ ‘Finance,’ and 
“Administration.”” The operations of the Department involve expenditures in 
excess of $3 billion annually. 

The travel funds requested above encompass the entire departmental needs of 
the Department of Veterans’ Benefits. Because of the recent reorganization of 
the entire Department and the entirely new concept with respect to travel, it is 
not considered possible to break this travel requirement down to the various 
organizational components in which it will be P ary oho It is expected that 
the major portion of these funds will be expended by the Assistant Deputy Ad- 
ministrator (field). This will result from the fact that all regular supervision of 
the Department at field stations will be accomplished by personnel of the Assistant 
Deputy Administrator (field). This includes supervision of the work of ‘Voca- 
tional rehabilitation and education,’ ‘Compensation and pension,” ‘Loan 
guaranty,” “Guardianship,” ‘‘Finance,” “Administrative,” ‘“Contact,”’ 
and ‘‘Personnel’’ which was formerly performed on an individual basis by the re- 
spective organizational elements. here will of course still be some travel per- 
formed by the staff counterparts associated with the functions enumerated above. 
In addition there will be trips regarding special projects directed by the Deputy 
Administrator which may be performed by personnel of staff elements of the 
departments. Funds have also been estimated on a departmentwide basis for 
the transfer of key personnel between field stations and also to permit the travel 
to central office for conferences, orientation, and other matters requiring the 
presence of field station personnel. In view of the foregoing, it was only possible 
to estimate travel requirements on a departmentwide basis. To caper 43 specifi- 
cally to point out the amount of travel funds to be expended by each element 
would involve an arbitrary apportionment at this time. 


Assistant Deputy Administrator for Compensation and Pension 


Actual, fis- | Estimated, | Estimated, 
Object of expenditure cal year fiscal year fiscal year 
1953 1954 1955 
01 Personal services: 
Average employment: 

70 60 63 
Committee on waivers and forfeitures______._._--- 20 20 20 
Total average employment.._...._._......._.--- 90 89 83 
336 272 272 
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The Assistant Deputy Administrator for Compensation and Pension acts in a 
staff capacity to the Deputy Administrator for Veterans’ Benefits on all activities 
pertaining to the program and in that capacity formulates and recommends 
policies and plans of departmentwide application within the limitations of VA-wide 
policies and plans, including definite guide lines for technical supervision of all 
phases of the program. 

A description of the functions of this office by major organizational segment 
follows: 
Veterans Service 

A total of 27 average employment. is required to perform the functions of this 
Service, some of which include the formulation and recommendation of policies 
and the development of regulations involving the interpretation of existing statutes 
pertaining to the veterans’ disability benefits program, maintenance and readjust- 
ment of the Veterans’ Administration schedule for rating disabilities, which con- 
trols evaluations of disabilities in the Veterans’ Administration and in the armed 
services; the interpretation of the schedule and its application to the facts in 
individual cases, authorization or denial of extraschedular evaluations, comment. 
and recommendation on proposed legislation pertaining to veterans’ benefits; 
promulgation and amendment of regulations, manuals, and other official issues; 
appearance before and advice to committees of Congress concerning veterans’ 
affairs; and representation at national conventions of service organizations, 


Dependents service 


A total of 33 average employment is required to perform the functions of this 
service, some of which include the formulation and recommendation of policies 
and the development of regulations involving the interpretation of existing 
statutes pertaining to death benefits for the surviving dependents and benefi- 
ciaries of deceased veterans; the interpretation of the Veterans’ Administration 
schedule for rating disabilities, and its application to the facts in individual death 
cases; authorization or denial of extra schedular evaluations; appearance before 
and advice to committees of Congress concerning legislation for dependents and 
beneficiaries of veterans; initiation of and recommendation concerning proposed 
legislation submitted to the Veterans’ Administration for comment; development : 
of rating criteria for determining degree of disability and service connection for 
disability or cause of death; development of instructions and procedures appli- 
cable to the adjudication functions of the field offices including procedures for the 
statistical program and work measurement; administrative review of exceptional 
cases; representation at national convention of service organizations; liaison with 
other offices within the Veterans’ Administration and other governmental and 
btate agencies on matters relating to joint problems, 


Central Committee on Waivers and Forfeitures 


A total of 20 average employment is required to perform the functions of this 
service, some of which include the development and recommendation of policies, 
plans, and procedures pertaining to the determination of questions concerning 
overpayments and forfeitures of rights and benefits under various acts, wherein 
forfeiture of rights and benefits is prescribed as a penalty for fraud, misrepresenta- 
tion, mutiny, treason, sabotage, or rendering assistance to an enemy of the United 
States or its allies; review of decisions of field committees (postaudit) and final 
action on recommendations of such committees on all cases over $2,500, and on 
all cases wherein administrative review is requested by a regional office manager, 
a deputy administrator, or any staff officer directly concerned with the subject 
matter, or by the veteran or his duly authorized representative, 


JUSTIFICATION OF THE 


ESTIMATES 


Mr. Puiturrs. Please place in the record pages 62 through 152. 
(The pages are as follows:) 
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DEPARTMENT OF VETERANS’ BENEFITS 


Assistant deputy administrator for vocational rehabilitation and education 


Actual, Estimated, | Estimated, 
Object of expenditure fiscal year fiscal year fiscal year 
1953 1954 1955 


01 Personal services: 
136 135 126 


$772, 610 $782, 290 $731, 858 
94, 732 130, 100 130, 000 


This office is responsible for the formulation of plans and procedures relative to 
the administration of education, training, and rehabilitation authorized under the 
the provisions of Public Law 16, 78th Congress, as amended, Public Law 346, 78th 
Congress, as amended, and Public Law 550, 82d Congress. 


Personal services 


Minimum average employment for this function during fiscal year 1955 is 
estimated to be 126 man-years. The Office of the Assistant Deputy Administrator 
for Vocational Rehabilitation and Education consists of the immediate Office of 
the Assistant Deputy Administrator and five services, educational benefits, 
counseling, education and training, training facilities, and research and evaluation. 
With the exception of the latter, each of these services has a field counterpart 
responsible for actual administration of the function in the field. The Office of 
the Assistant Deputy Administrator for Vocational Rehabilitation and Education 
is responsible for directing the activities of these services and recommends to the 
Deputy Administrator for Veterans’ Benefits procedures necessary for the proper 
execution of policies and plans affecting the vocational rehabilitation and educa- 
tion function. The vocational rehabilitation and education services are respon- 
sible for formulating and recommending to the Assistant Deputy Administrator 
for Vocational Rehabilitation and Education policies and plans necessary for 
achieving the objectives of the function. 

Additionally, these services provide advice and assistance to the Assistant 
Deputy Administrator for Vocational Rehabilitation and Education in connection 
with their areas of responsibility, appraise for him the effectiveness and economy 
of the activities and render technical advice and opinions regarding matters within 
their respective areas of responsibility. 

Basically, the major areas of responsibility for each of these services are: 


Educational benefits 


Determination of eligibility for and extent of entitlement to education and 
training, authorization of payments to or in behalf of the veteran and assurance 
that payments to veterans are made only when the provisions of title II, Public 
Law 550, and the applicable provisions of title II, Public Law 346, are met. 


Counseling 


Determination of need for vocational rehabilitation to restore employability 
lost by reason of service-connected disability, determination of feasibility of 
training or employment and selection of suitable employment objectives for 
disabled veterans, and assisting in the selection of educational or vocational 
objectives for eligible veterans who request such services or for whom it is required 
by VA regulations. 


Education and training 


etermination of practicability of training for disabled veterans in the employ- 
ment objective recommended through counseling services, selection of training 
facility, supervision of progress and maintenance of adequate training records, 
determination of when rehabilitation has been achieved, and referral of rehabili- 
tated veterans to appropriate State or Federal employment agencies for assist- 
ance in obtaining employment if required. 
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Training facilities 


Establishment of bases for propriety of payment to educational institutions for 
education and training of veterans under Fublic Law 16 and Public Law 346, 
negotiation of such contracts, liaison with State approving agencies, negotiation 
of contracts for reimbursement to such agencies for inspection, approval and 
supervision of training establishment and schools, conduct of this approval funec- 
tion in those cases where any State fails or declines to create or designate a State 
approving agency and where courses of education or training are offered by any 
agency of the Federal Government, approval of courses offered by foreign educa- 
tional institutions, and preparation and presentation of appeals to the Veterans 
Education Appeals Board. 

Research and evaluation 


Evaluation of the vocational rehabilitation and education function in terms of 
its overall objectives, development and conduct of special studies and surveys 
relating to various phases of the function, analysis of proposed legislation affecting 
the function and preparation for publication on historical accounts of the voca- 
tional rehabilitation and education function. 

Other contractual services 


The funds are required for reimbursement to other Federal agencies for services 
rendered in connection with administration of Publie Law 550, payment of voca- 
tional rehabilitation and education consultants, and to provide training for 
vocational rehabilitation and education engaged in the rehabilitation of seriously 
disabled veterans. 
Taxes and assessments 


Obligations under this object of expenditure will be established to cover the 


cost of Federal Insurance Contributions Act payments for departmental 
employees. 


Assistant Deputy Administrator for Loan Guaranty 


Actual Estimated Estimated 
Object of expendi sure fiscal year fiscal year fiscal year 
1953 1954 1955 


01 Personal services: 


88 | 87 81 
07 Other contractual services... ..<....<.....:.....-..-....- 2, 800 3, 000 3, 000 


The Assistant Deputy Administrator for Loan Guaranty acts in a staff capacity 
to the Deputy Admin‘strator for Veterans’ Benefits on all functions pertaining to 
the loan guaranty activity and in that capacity formulates and recommends 
policies and plans of department-wide application within the limitations of agency- 
wide policies and plans, including definite guidelines for technical supervision of 
all phases of the activity. 


A brief description of the major duties and responsibilities of each of the organ- 
izational segments follows: 


Office of Assistant Deputy Administrator for Loan Guaranty 


It is estimated that 4 man-years will be required to perform the functions of 
this office, which directs the activities necessary for the formulation of policies 
and plans pertaining to the direct loan, paraplegic housing and loan guaranty 
activities and recommends to the Deputy Administrator procedures necessary 
for the proper execution thereof. 


Legislative and regulatory staff 
It is estimated that 28 man-vears will be required to perform the functions of 
this staff, which aids the Assistant Deputy Administrator for Loan Guaranty by 


rendering the legal and other technical assistance necessary in resolving the many 
complex problems of administration that arise. 
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Loan policy service 

It is estimated that 16 man-years will be required to perform the functions of 
this service, which initiates and develops rules and regulations pertaining to the 
guaranty or insurance of loans to veterans by lenders for the purchase of homes, 
farms, or businesses. 


Loan management and liquidation service 

It is estimated that 13 man-years will be required to perform the functions of 
this service, which initiates and develops rules, regulations, and policies relative 
to the payment of claims on defaulted loans as well as the management and ser - 
vicing of the portfolio of loans owned by the Veterans’ Administration. 
Construction and valuation service 

It is estimated that 14 man-years will be required to perform the functions of 
this service, which initiates and develops rules, regulations, and policies governing 
property valuation, cost analysis, construction standards, and land planning, for 
use in connection with operations relative to properties proposed to be sold to 
veterans under loan guaranty jurisdiction. 
Property management service 

It is estimated that 6 man-years will be required to perform the functions of 
this service, which initiates rules, regulations, and policies governing the acquisi- 
tion, management, and disposition of properties acquired. 


Controller 


Estimated, Estimated, 
Object of expenditure Actual, fiscal | ‘Ascal year | fiscal year 
year 1953 1954 1955 


01 Personal services: 


RAannensnncauEnespineteerantuustoueseyHuenane $724, 322 $733, 397 


733, 776 


The Controller for the Department of Veterans’ Benefits has full responsibility 
for the supervision and conduct of special projects, budget, fiscal, and statistical 
functions of the Department. 

The estimate of 140 man-years required for fiscal year 1955 represents the 
minimum necessary to perform the functions of this office, some of which includes 
the incentive awards and work simplification program, preparation of annual and 
quarterly budget estimates with complete justification, the installation and 
maintenance of all fiscal and accounting records and systems of the Department, 
as well as the performance of the reports and statistical functions. There follows 
a complete detailed breakdown by service with justification therefor: 


Controller—O ffice of the Controller 


Estimated Estimated 
Object of expenditure fiscal year fiscal year fiscal year 
1953 1954 1955 


01 Personal services: 


24, 862 


This office formulates and recommends to the Deputy Administrator for 
Veterans’ Benefits policies and plans of departmentwide application pertaining 
to the budgetary programs; the accounting and fiseal systems the statistical 
and financial reporting of the nay go oenconee of Veterans’ Benefits, and special 
studies relating to organization and management. The Controller advises and 
assists the Assistant Deputy Administrator for Field in connection with these 
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activities and appraises for the Deputy Administrator for Veterans’ Benefits the 
effectiveness and economy of these activities. 


Controller—Assistant for Special Projects 


Object of expenditure 


Actual, 
fiscal year 
1953 


Estimated, 
fiscal year 
1954 


Estimated, 
fiscal year 
1955 


01 Personal services: 
Average employment. 


Amount... 


12 


12 


ll 


Total obligations. 


$76, 271 


$77, 227 


$72, 248 


76, 271 


77, 227 


72, 248 


The Assistant for Special Projects is responsible for the formulation of policies 
and plans of department-wide application including special studies and recom- 
mendations concerning the establishment, continuation, relocation and inactiva- 
tion of regional offices, and the incentive awards and work simplification program. 


Controller— Budget service 


Object of expenditure 


Actual, fiscal 
year 1953 


Estimated, 
fiseal year 
1954 


Estimated, 
fiscal year 
1955 


01 Personal-serviccs: 
Average employment 


22 


22 


21 


$120, 382 
135 


$121, 890 
100 


$114, 033 
100 


120, 517 


121, 990 


114, 133 


The budget service of the Department of Veterans’ Benefits is responsible for 
formulating budgetary policies and plans for the preparation and submission of 
appropriation estimates of the Department, the review of quarterly budget esti- 
mates with justification therefor from field stations and the Central Office counter- 

arts, and the development or cost estimates on proposed legislation affecting the 
Depelivhens of Veterans’ Benefits. This Service also makes recommendations 
to the VA Controller regarding the apportionment, allocation, and control of 
appropriated funds for the Department of Veterans’ Benefits. 


Controller—Fiscal service 


Object of expenditure 


Actual, fiscal 
year 1953 


Estimated, 
fiscal year 
1954 


Estimated, 
fiscal year 
1955 


01 Personal services: 
Average employment 


58 


58 


54 


$263, 726 
150 


$267, 030 
100 


$249, 815 
100 


263, 876 


267, 130 249, 915 


This service is charged with the responsibility of formulating and executing 
pas and plans governing the fiscal reporting and accounting aspects of the 

epartment. This includes the controls and assembly of financial data for 
publication in recurring reports and for integration into agency-wide financial 
statements. This service is also responsible for the formulation and maintenance 
of accounting systems and fiscal operations of the field stations under the juris- 
diction of the Department of Veterans Benefits. 
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Controller— Reports and Statistics Service 


Object of expenditure 


Estimated 
Actual, fiscal 
year 1953 


01 Personal services: 


Amount 


15 Taxes and assessments 


54 


54 50 
$239, 388 $242, 388 $226, 762 
182 179 179 

239, 570 242, 567 226, 941 


This service has the responsibility for the development of the reporting system 


and the procedures required for obtaining and compiling the statistics necessary 
to the operations of the Department; the design of reports to permit timely ap- 
praisal cf operations in terms of established standards or other measures of 


expected results; and the review and control of all departmental reports. 


This 


service also implements the cost and work measurement systems for all programs 
and activities of the Department and furnishes advice and assistance for the 


proper operation thereof. 


Assistant Deputy Administrator (field) 


Object of expenditure 


Actual, fiscal 
year 1953 


Estimated, 
fiscal year 


Estimated, 
fiscal year 
1954 1955 


01 


15 


Personal services: 
Average employment 


Amount 


398 395 370 
$2, 279, 201 $2, 307, 754 $2, 158, 983 
1, 469 1, 192 1, 192 

2, 280, 670 2, 308, 946 


Summary of personnel requirements by fun 


ction 


Function 


Estimated, 
Actual, fiscal 


year 1 


1954 


Estimated, 
fiscal year 
1955 


Office of Assistant Deputy Administrator 
Supervision 


Office administration service 
Personnel service. _........- 


Supply service 


Total 


Contact and foreign service 
Guardianship an 


field-examination service 


3 3 3 
214 213 201 
48 47 45 
28 28 
44 
21 
40 
398 


Deputy Administrator (field). 
of all operations at field stations of the Department of Veterans Benefits. It 
also includes the preparation and release of procedural directives where necessary 
to assure compliance with existing laws and overall coordination between field 


stations. 


The above request is to provide personnel funds sufficient to permit the effec- 
tive coordination and supervision of the activities and duties assigned the Assistant 
This includes regular supervision and analysis 


The Office of the Assistant Deputy Administrator (field) furnishes 


information, guidance, and decisions relative to inquiries received from field 
stations regarding operating problems of all types and.takes such other action as 
be necessary to assure the efficient and effective operation of field stations 
r the jurisdiction of the Department of Veterans Benefits. 


unde 


1942 
Estimated, 
fiscal year — 
1955 
A 
‘ 
| | 
— = 
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AssIsTANT Deputy ADMINISTRATOR (FIELD) 


Office of the Assistant Deputy Administrator 


Estimated. 
Actual, fiscal 
Object of expenditu.s year 1953 eae ear 


01 Personal services: 


$19, 687 $19, 687 $19, 687 
19. 687 19, 687 19, 687 


The above request is to provide personnel funds for the Assistant Deputy 
Administrator for Field and his immediate office staff. 


Supervision 


| Estimated, | Estimated, 


. Actual, fiseal | 
Object of expenditure year 1953 | fiscal year — ome 


01 Personal services: 


| 
214 | 213 201 
$1,324,528 | $1,341,265 | $1, 254,055 
| 1, 325, 332 | 1, 341, 917 1, 254, 707 


The above request is to provide personnel funds sufficient to permit the regular 
and continued supervision of all programs and activities under the jurisdiction of 
the Department of Veterans Benefits. Basically, this activity breaks down into 
the four following major components: 


Executive director for supervision 


This estimate provides 53 personnel for the executive director for supervision 
and his immediate office staff and for managers of area offices. Also included 
in this estimate under the executive director are the supervisor engaged in sur- 
veying the field operations of allied supporting services of the Department. 
The.e include contact, guardianship, office administration, personnel, supply, 
and finance. Personnel have been provided to permit one regular supervision 
annually at each of the field stations under the jurisdiction of the Department of 
Veterans Benefits with a small allowance for followup supervision or special 
supervisory visits where trouble areas develop. 


Compensation and pension supervision 


The 54 personnel requested for supervision of this major program of the Depart- 
ment are for the purpose of conducting regular field visits to appraise and evaluate 
the technical phases of the adjudication process and to conduct management- 
improvement surveys by regular field supervisors or medical specialists on rating 
activities. The supervision will allow for the appraisal of the adjudication 
activities at field stations to determine whether the adjudicated decisions involv- 
ing monetary benefits are in compliance with laws, regulations, instructions, 
procedures, and to provide, if such activities are deficient in any respect, assistance 
necessary to correct the situation. Similarly, corrective action will be taken 
whenever studies disclose any operations are lacking in efficiency or economy. 


Vocational rehabilitation and education supervision 


The 35 personnel for supervision of this major program of the Department are 
for the purpose of conducting regular field visits to appraise and evaluate all 
hases of the vocational rehabilitation and education program at field stations. 
his includes review to assure compliance with laws and other mandatory direc- 
tives and to assure that economy and efficiency of operations in the fields of 
counseling, contracts, training of disabled veterans, educational benefits and 6ther 
divisional operations are not deficient. This group institutes corrective action 
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and makes a follow-up survey when necessary to correct such situations. It also 
conducts special supervisory visits as necessary in problem areas. 
Loan guaranty supervision 

The 59 personnel requested for su on of this major program of the Depart- 
ment are for the purpose of conducting regular field visits to insure that field office 
operations are uniformly carried on in accordance with the provisions of basic 
legislation and supplementing administrative regulations and directives and 
initiate whatever remedial action may be necessary as a result of such surveys. 
This involves detailed analysis of the direct loan, paraplegic housing, and loan 
quesenty programs. Supervision is also made for special purposes or in connec- 
tion with special problems as they arise, such as emergencies resulting from fire or 
flood, instances of alleged or purported frauds, misrepresentations, and other 
misconduct on the part of program participants. 


Contact and Foreign Service 


Actual, Estimated, | Estimated, 
Object of expenditure a a fiscal year fiscal year 


01 Personal services: 
Average employment: 
22 


Total. 48 47 45 
neg $240, 412 $243, 450 $227, 621 


Total all objects - 240, 593 


243, 597 


227, 768 


The total estimated requirements of 45 man-years for fiscal year 1955 provides 
personnel for the following elements of this Service: 


Office of the Director 
An estimate of 4 man-years in fiscal year 1955 has been made for this element 


to provide staff to supervise and cocrdinate all the activities and functions of the 
Contact and Foreign Service. 


Central office Contact Division 


The estimated 25 man-years in fiscal year 1955 for this Division are needed to 
discharge the functions and responsibilities of this Division which involve the 
furnishing of information and assistance to veterans, their dependents, and bene- 
ficiaries and other interested persons personally visiting or communicating with 
the central office Contact Division on the general subject of veterans benefits. 
In addition, because of the centralization of certain VA activities in the Washing- 
ton, D. C., area, the Division is called upon to handle requests from the White 
House, Cabinet members, Members of Congress, officials of other Government 
agencies, service groups, and VA employees for information and assistance regard- 
ing VA benefits. Furthermore, the Division is responsible for the requisitioning 
and control of case folders and the release of information contained therein to 
approximately 60 accredited representatives of service organizations who are 
assigned on a full-time basis to present claims to central office adjudicatory ser- 
vices. 

Contact and Liaison Division 

The man-year requirements of 10 for fiscal year 1955 are based on staffing 
necessary to formulate policies and plans relating to contact activities at the 
various types of field stations; preparation and maintenance of technical bulletins, 
manuals, circulars, and other releases of a directive or informational nature; 
preparation of replies to contact officers at field stations on inquiries concerning 
operating problems or regarding veterans benefits, j 
Foreign Affairs Division 

The man-year requirements of six for fiscal year 1955 are required to formulate 
policies and plans relating to the provision of benefits to United States veterans 
and their beneficiaries who reside in foreign countries. In discharging this obliga- 
tion, programs, policies, procedure, and legislation must be revised and modified 


Soc Pe SU a 


1945 


where necessary to assure that final VA action is consistent with established 
policy. Maintains liaison with the Department of State in the guidance and 
supervision of veterans affairs, offices in London, Paris, Rome, and Mexico City 
and in 260 Foreign Service offices in foreign areas throughout the United States 
Foreign Service. Also performs liaison with Canada and other foreign countries 
for the purpose of developing arrangements for reciprocal services to veterans, 
verification of military service of American citizens with allied forces, and verifi- 


cation of military service of nationals of foreign countries with the United States 
Armed Forces. 


Guardianship and field examination service 


Actual, Estimated, | Estimated, 
Object of expenditure fiscal year 
1 


01 Personal services: 


$164, 945 $167, 028 $156, 169 


165, 040 167, 105 156, 246 


This office formulates and recommends to the Assistant Deputy Administrator 
(field), policies and procedures pertaining to all guardianship affairs and related 
field examination activities of the Department of Veterans Benefits. 


Office Administration Service 


Estimated, | Estimated 
Object of expenditure fiscal seat fiscal year’ 


01 Personal service: 


Amount $216, 235 $218, 970 $204, 731 
15 Taxes and assessments 165 134 134 


216, 400 219, 104 


204, 865 


The funds requested above are to provide personal service funds sufficient to 
effectively discharge the functions and responsibilities of the Office Administration 
Service which includes the formulation and recommendation of policies, plans, 
procedures, and standards for departmentwide application in the fields of forms 
and form letters, publications, records management, machine records, and ac- 
counting and other general office operations such as mail, travel, files, etc. 


Personnel Service 


Actual, Estimated, | Estimated, 
Object of expenditure fiscal year fiscal year fiscal year 
1953 1954 1955 


01 Personal services: 


uct $110, 942 $112, 344 $105, 039 
111, 018 112, 406 105, 102 


This office formulates and recommends to the Assistant Deputy Administrator 
policies and plans pertaining to the entire personnel functions of the Department. 


Total all 0 
| 
Total all 
| 
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Supply and engineering 


Actual, Estimated, 


Object of expenditure fiscal year fiscal year fiseal year 
953 1955 


O01 Personal services: 


Average 40 40 37 
$202, 452 $205, 010 $191, 681 
202, 600 205, 130 191, 801 


The funds requested under this program are to provide for the personal services 
of those employees engaged in supply and engineering activities in central office 
with the responsibility of formulation and recommendation of policies, plans, 
and procedures for departmentwide application within the limitations of VA-wide 
policies and plans pertaining to supply and supply-fund management, procurement, 
and real-property management. 


Office of the Director 


This Office includes the Director, procurement and supply officers, and the 
necessary stenographic personnel for the proper direction and administration of 
~~ program. A total of four man-years are required in fiscal year 1955 for this 
office. 

Procurement Division 

It is estimated that 11 man-years will be required in fiscal year 1955 to perform 
the duties of this Division, which consist of the formulation of policies and pro- 
cedures to effect procurement of assigned commodities for direct delivery to field 
stations; the establishment of decentralized contracts for field procurement; 
rendering of technical advice in the development or modification of specifications 
for assigned commodities; advertising for bids; conducting a continual analysis 
of market conditions, price trends, etc.; exercising staff supervision over procure- 
ment activities in the field as related to assigned commodities and services. 
Fund and Supply Management Division 

This Division, under the direction of a division chief, is separated into two 
sections which are described as follows: 

Supply Management Section.—It is estimated that 8 man-years will be required 
in fiscal year 1955 to accomplish the duties of this Section, which consist of the 
development of standards, policies and procedures pertaining to the stock and 
inventory control programs and procedures for the establishment of uniform stock 
levels at field stations; maintaining a review and analysis of inventory control 
operations at field stations and initiating necessary action to assure maximum 
utilization of inventories; establishing prices for all new and selected items in- 
cluded in the veterans benefits portion of the supply catalog; developing instruc- 
tions governing redistribution of excess property; exercising staff supervision over 
warehousing activities at field stations and supervision of a program to insure 
maximum utilization of personal property; maintaining liaison with other Govern- 
ment agencies. 

Fund Management Section—An estimate of 8 man-years for fiscal year 1955 is 
considered necessary for the efficient operation of this Section. The duties of 
this Section consist of conducting the supply-cost accounting program; developing 
methods to assure the integration of all supply operations within the Department 
of Veterans’ Benefits; analyzing supply activities for budgetary and accounting 

urposes: analyzing property accounting operations to determine areas requiring 
improvement or simplification and maintaining a continual study of supply fund 
operations within the Department. 


Real Property Management Division (Engineering) 

It is estimated that a minimum of 5 man-years is necessary to perform the 
duties of this Division, which consist of the formulation, development, and coordi- 
nation of policies, procedures and standards for planning and controlling real 
property management activities of the Benefits partment, including space 
requirements and utilization, maintenance, repair and operation of buildings and 


| 
stru 
fire 
othe 
03 
| | 
05 
06 J 
07 
08 
09 
10 | 
3 
anc 
] 
req 
mis 
org 
be. 
035 
em 
Ob 
08. 
V: 
Ok 
sel 
mi 
Ok 
05 
by 
fo 


1947 


structures, requirements and control of automotive equipment, and a safety and 
fire protection and prevention program. Liaison is maintained with GSA and 
other Federal agencies in connection with real property management activities. 


Miscellaneous operating expense 


Estimated, 


Estimated 


Object of expenditure aaaua > fiscal year | fiscal year 


1954 1955 


nap 41, 721 100, 940 99, 964 
06 Printing and 395, 313 375, 980 364, 803 
07 Other contractual services 41, 225 34, 463 39, 504 
08 Supplies and materials _..........___- aa 121, 504 127, 880 106, 177 
09 Equipment. 46, 442 38, 438 42, 278 


772, 778 


The above table sets forth a comparison of obligations for fiscal years 1953, 1954, 
and 1955 and there follows a detailed description for these objects of expense. 

In the absence of actual experience under the new organization, fiscal year 1955 
requirements for the Department of Veterans Benefits, departmental under 
miscellaneous operating expenses are based upon past operations of the old 
organization and the total departmental requirements are tentatively distributed 
to each object of expenditure. It is contemplated that the amount requested will 
be adjusted when actual experience has been recorded under the new organization. 


0330 Shipment of household goods 


To provide funds for the cost of shipment of household goods of transferred 
employees. 


Obligations: 
Actual obligations, fiscal year 1953__........................... $17, 921 
Estimated obligations, fiscal year 1954___._._..__._...--------- 18, 624 
Estimated obligations, fiscal year 1955____........_._-_-------- 34, 020 


0840 Parcel post reimbursements 


To provide funds for the shipment of records and materials via parcel post to all 
VA offices. 


Obligations: 
Actual obligations, fiscal year 1068....-....5........225.-.6.-2- $15, 000 
Estimated obligations, fiscal year 1954___......-_-------------- 15, 000 
Estimated obligations, fiscal year 1955__.._....------+--------- 15, 000 


0400 Communication services 


To provide funds for telephone, telegraph, teletype, and other communications 
services, including postage other than parcel post and penalty mail. This sub- 
mission also includes rental of intercommunicating equipment. 


Obligations: 
Actual obligations, fiscal year 1953__.............---------.---- $41, 721 
Estimated obligations, fiscal year 1954____.___....-.-_---------- 100, 940 
Estimated obligations, fiscal year 1955_____....---------------- 99, 964 


0520 Rental, equipment 


Fstimates for rental of equipment are based on requirements for continued 
maintenance of approved and projected programs which must be accomplished 
by the use of tabulating, microfilm, and other miscellaneous equipment. 

The tollowing table affords a comparison of actual and estimated obligations 
for fiscal years 1953, 1954, and 1955: 


Obligations: 


13 Refunds, awards, and indemnities | 11, 410 | 1,774 | 1, 774 
Total 0 a7 | 767, 668 
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0590 Utility services 

This estimate provides for the cost of electric, gas, water, heat, and other utility 
services including reimbursement to other Government agencies, when billed or 
itemized separately from rental, real property. The estimates are based on (1) 
actual usage and (2) proportional share of water and electricity cost. 


Obligations: 
Actual obligations, fiscal year 1953___......-.------------------- $9, 755 
Estimated obligations, fiscal year 1954_._.....--..-------------. 4, 679 


0600 Printing and reproduction 


The estimate provides for costs of all printing and reproduction services required 
ay the Veterans Benefits Department, including those services performed by the 

overnment Printing Office, commercial printers, General Service Administration, 
and other Government agencies. 

Estimates for fiscal year 1955 for these costs are compared with the estimates 
4 a year 1954 and actual obligations for fiscal year 1953 in the following 
table: 


Obligations: 
Actual obligations, fiscal year 3953.............-......--.sccce $395, 313 
Fstimated obligations, fiscal year 1954. 375, 980 
Estimated obligations, fiscal vear 364, 805 


0720 Repairs to furniture and equipment 


The estimate provides for the cost of repairs to and preventative maintenance 
of office furniture, furnishings, and equipment. 


Obligations: 
Actual obligations, fiscal year 1953__.............._---._-----_-. $3, 960 
Estimated obligations, fiscal year 1954_............._--__-_____- 4, 200 
Estimated obligations, fiscal year 1955__.._......__--__-___-____ 4, 200 


0730 Operation and maintenance of buildings 


This estimate provides for maintenance and repair of VA operated buildings; 
minor alterations and improvements (costing less than $1,000) to certain VA- 
occupied buildings; and contractual and/or reimbursable costs for elevator 
operators (when required after regular hours), guards, janitorial and other cus- 
todial services not provided by General Services Administration and/or under 
the terms of lease agreements. 


Obligations: 
Actual obligations, fiscal year 1953__.............-.-------_-__- $5, 292 
Estimated obligations, fiscal year 1954_________-_--_____------- 4, 500 
Estimated obligations, fiscal year 1955. 4, 200 


0750 Miscellaneous administrative and operating services 


The estimate provides for contractual stenographic work, translation service, 
advertising and publication of notices, court costs, car tokens, window washing 
and other operating services performed by individuals and other Government 
agencies on a reimbursable basis. 


Obligations: 
Actual obligations, fiscal year 1953__..........-.-------------- $31, 973 
Estimated obligations, fiscal year 1954.._......-.-__-------- 25, 763 
Estimated obligations, fiscal year 1955_...---..---------------- 31, 104 


0820 Office supplies 


The estimate provides for purchase of general office supplies and special items 
of office supply such as carbon paper for electric accounting machines, standard 
forms, and other comparable items. Funds in the amount of $93,877 are re- 
quired for use in fiscal year 1955. The og items of expense are as follows: 
reproduction paper; reproduction supplies (exclusive of paper); blueprint and 
drafting supplies; miscellaneous nonrecurring supplies of a particular use but not 
feasible to carry in inventory; tabulating paper and supplies, standard forms and 
for replenishment of common-use items. 


Obligations: 
Actual obligations, fiscal year 1953__....-.--.----------------- $103, 392 
Estimated obligations, fiscal year 1954____._..---------------- 107, 880 


Estimated obligations, fiscal year 1955_....--.---------------- 93, 877 
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0870 Other operating supplies 


The funds requested for this subobject are to provide for other items of supply 
not properly chargeable to other 08 subobjects such as technical reference books, 
miscellaneous items in connection with repair of equipment, ete. 


Obligations: 
Actual, fiscal vear 1953 
Estimated, fiscal year 1954 
Estimated, fiscal year 1955 


0880 Materials for fabrication 


The funds requested for this subobject are to provide for materials such as 
lumber necessary for building, repair, and alterations, shelving, and the procurement 
of such items as casters for chairs, stands, and like items of expense. 


Obligations: 
Actual, fiscal year 1953 


0920 Furniture and equipment 


The funds required for this subobject are for the procurement of all types of 
office machines, office furniture, filing cabinets, and miscellaneous items such as 
lamps, bookcases, and tables. 


Obligations: 
Actual, fiscal year 1953 
F stimated, fiscal year 1954 
Estimated, fiscal year 1955 


0959 Other utilities and operating equipment 
Obligations: 
Actual, fiscal year 1953 
Fstimated, fiscal year 1954 
Estimated, fiecal year 1965... 1, 000 


This estimate provides funds for the | goprimc of miscellaneous operating equip- 


ment for use within the Department of Veterans Benefits. 


1000 Lands and structures 
Obligations: 
Actual, fiscal year 1953 
1800 Refunds, awards and indemnities 
Obligations: 


Actual, fiscal year 1953 
Fstimated, fiscal year 1954 
Estimated, fiscal year 1955 
The fiscal year 1955 estimate is to provide for the payment of employees sug- 
gestion awards. 
Manager’s office 


Estimated Estimated 
Object of expenditure Actual fiscal fiscal year os al 


01 Personal services: 
Gross average employme’ 
Estimated reduction Veonaciidation of functions) 


Net average employment 


Net amount 
02 Travel employee 
15 Taxes and assessmen’ 


Total, all objects 2, 668, 370 
Less Q. 8 14, 000 


Net total, all objects 2, 654, 370 


$250 
20, 347 25, 820 27 
393 450 
2, 588, 422 2, 358) 
14, 000 20 
a 2, 574, 422 2, 338 
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This estimate poovitan for personal services and travel expenses of the managers 
and employees of their immediate offices. This estimate is considered an essential 
minimum in order to meet the requirements for overall supervision, planning 
coordination, and other related fields of managerial work. 

It is noted that the personnel requirements as shown in the foregoing table 
exceed the average cuehenmeant requested in the budget year by 38 man-years. 
This reduction has been made in anticipation of a possible savings which can 
result only from the actual consolidation of functions. 


Chief Attorney 
Actual Estimated Estimated 
Object of expenditure fiscal year fiscal year fiscal year 
1953 1954 1955 
01 Personal services: 

Gross average employment. ...............-.....-.... 1, 569 1, 569 1, 563 
Estimated reduction (consolidation of functions) ......|......-.-.---.].----.-------- —148 
Net average employment.................--......-..- 1, 569 1, 569 1, 415 
$7, 858. 412 $7, 879, 311 $7, 116, 035 
518, 790 77, 627 1, 527 
8, 379, 676 8, 460, 038 7, 781, 762 
8, 375, 176 8, 455, 588 7, 777, 262 


The chief attorneys are responsible for the fact investigation of all occurrences 
which might give rise to claim for damages against the Veterans’ Administration 
and of occurrences in which V A property is damaged by others under circumstances 
which might give rise to a right in the Government to recover such damages. Some 
authority has been delegated to the chief attorneys with respect to denying claims, 
and they are authorized to prepare opinions on legal questions submitted to them. 
The chief attorneys’ offices also render necessary legal assistance and opinions in 
guardianship, fiduciary accounts, field examinations, and loan guaranty activities. 

Further information concerning the development of chief attorney personnel 
requirements is contained in succeeding paragraphs. It will be noted that the 
personnel requirements, as shown in the following detail, exceed the actual aver- 
age employment requested in the budget year by 148 man-years. This differ- 
ence is explained by the fact that the actual request has been reduced by 148 


man-years in expeetation of a possible savings which can result only by the actual 


consolidation of functions. 


Personnel requirements for fiscal year 1955 are based on anticipated workloads 
for the various functions projected on the basis of past years’ experience. 


Actual, Estimated, | Estimated, 
Organizational element fiscal year fiscal year fiscal year 
1953 1954 1955 

193 193 195 
71 71 71 
Gross average employment. ..............-..---.----.-- 1, 569 1, 569 1, 563 


The following chart shows the increase in the various activities since fiscal year 
1949 and the anticipated workloads for fiscal years 1954 and 1955. 
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Regional chief attorney’s activities 


Loan guaran- 
Accounts Field exam- | ty opinions 


Wards under 


audited inations and fore- 


closure suits 


Fiscal year: 
283, 836 205, 131 159, 816 6, 951 
303, 600 228, 113 148, 270 10, 131 
309, 535 240, 314 138, 144 14, 355 
316, 240 255, 692 135, 859 20, 812 
323, 907 260, 857 132, 000 23,817 
330, 882 266, 857 27,045 


1 Wards reported are number on rolls on the last day of the fiscal year. 


In order to accomplish the estimated workload for fiscal year 1955, 1,563 man- 
years will be required. Requirements by function are as follows: 
Chief attorney's office 

It is estimated that 124 man-years will be required for these offices which 
include 70 chief attorneys, 33 assistant chief attorneys, and 21 opinion writers. 
Assistant chief attorneys and opinion writers are included only in offices whose 
overall activities req..ire such positions and have been held to the absolute mini- 
mum. This request contemplates no change from the fiscal year 1953 actual 
employment. 


Legal and guardianship 


It is estimated that 195 man-years will be needed for the personnel requirements 
of this function which are based on the number of wards to be supervised. On 
June 30, 1953, there were 316,240 wards under regional office supervision, and it 
is anticipated that this number will increase to 323,907 by the end of fiscal year 
1954 and to 330,882 by the end of fiseal year 1955. 

This estimate is based on a continued normal increase and does not contemplate 
any material change in the Armed Forces discharge rate. If such should occur, 
additional personnel would be required. 

During fiscal year 1953 the rate of work was 1,639 wards for each legal and 
guardianship attorney and it is anticipated that this rate can be increased to 
1,697 for fiscal year 1955 which will necessitate 195 legal and guardianship 
attorneys. 


Fiduciary accounts analysts 


It is estimated that 262 man-vears will be required in fiscal year 1955. Since 
the number of accounts to be audited increases in proportion to the number of 
wards supervised, it is anticipated that as additional wards are added to the rolls 
during each of the next 2 years the number of accounts audited will increase 
from 255,692 in fiscal year 1953 to 266,857 in fiscal year 1955. 

During fiscal year 1953 the ai dit of 255,692 accounts was accomplished with 
260 man-years of employment, an annual rate of 983 per man-year. It is con- 
templated that in fiscal year 1955 this rate can be increased to 1,019 and 266,857 
accounts will be audited with 262 personnel. 


Field examinations 

It is estimated that 366 man-years will be needed in fiscal year 1955 to furnish 
the required personnel for this function. During fiscal year 1953, 135,859 field 
examinations were accomplished with 383 man-years’ employment, 355 per man- 
year. It is anticipated that during fiscal year 1955 a rate of 355 examinations 
per examiner can be accomplished and 366 man-years’ employment will be required 
to accomplish 130,000 field examinations. 
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Loan guaranty 

It is estimated that 71 man-years will be needed for personnel requirements to 
perform the activities of this function. The work units reported on the chart 
above are the totai number of opinions and foreclosure suits handled by this 
service. 

Although the activities under this function are expected to continue to increase, 
it is anticipated that the increase can be handled with no increase in personnel, 
provided there is no material increase in defaults. 

Administration 

It is estimated that 545 man-years can provide the required stenographic and 
clerical personnel needed for the offices of the chief attorney even though the 
overall activities in these offices are constantly increasing. 

021 Travel of employees 

Travel requirements for the chief attorney’s office are divided among three main 

groups: (1) Legal and guardianship, (2) field examinations, and (3) loan guaranty. 


The actual obligations for each group for fiscal year 1953 and estimated obliga- 
tions for fiscal year 1954 and 1955 are as follows: 


Actual, Estimated, | Est'mated, 
year fiscal year fiscal year 
1953 1954 1955 

and guardianship $43, 646 $43, 646 $45, 307 
Field examinations... . 380, 272 445, 537 465, 238 
Loan guaranty 15, 644 15, 644 19, 146 
Subtotal. 439, 562 504, 827 529, 741 
Manila regional office. 79, 228 72, 800 131, 786 
Total 518, 790 577, 627 661, 527 


Legal and guardianship 

Travel requirements for this service are based on the necessity for court appear- 
ances incident to appointment of guardians, other court actions after such appoint- 
ments, proper supervision over all types of fiduciaries, and in legal actions incident 
to commitment of mentally ill veterans for medical care by the VA. 

As the number of wards under the supervision of the Veterans’ Administration 
increases, it is inevitable that legal proceedings which require court appearances 
by VA attorneys will increase. It is therefore anticipated that $45,307 will be 
required for fiscal year 1955. 


Field examinations 

Of the total travel requirements of the chief attorney’s office it will be noted 
that in excess of 80 percent is regularly utilized for field examinations. ag | 
fiscal year 1953, $380,272 was obligated for the accomplishment of 135,859 fiel 
examinations. During fiscal year 1955 with an estimated 130,000 field examina- 
tions to be accomplished, $465,288 will be required. 

Loan guaranty 

Travel requirements for this service are based on the necessity for conferences 
and/or court appearances in regard to loan guaranty matters. The extension 
of loan guaranty benefits to the Korean veterans is expected to materially increase 
this activity particularly in the direct loan field. Foreclosures are increasing, 
court appearances are necessary in this activity. Considerable legal work is 
required in the disposition of acquired property. The increased activity will 
necessitate the expenditure of $19,146 in fiscal year 1955. 

In addition to the above requirements, the total employee travel request in- 
cludes $131,786 for the Manila regional office. 

This amount includes $85,969 for local travel of field examination personnel, 
$1,717 for local travel of guardianship attorneys, and $44,100 for transpacific 
travel. Travel funds for fiscal year 1955 are for eight employees who will com- 
plete their tours of duty and be returned to the United States with replacements 
sent out from this country. These employees are entitled to return transpacific 
travel by law. 
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Contact Division 


Estimated, | Estimated, 
year 1953 fiscal year fiscal year 


Object of expenditure Actual, fiscal 
1954 1955 


01 Personal Services: 


Gross average employment. _..-...................-- 1, 876 1, 679 1, 480 

Estimated reduction (consolidation of functions) —136 
Transfer to general operating expense +378 +460 

Net average employment-.--......................- 2, 254 2, 139 1, 703 

$10, 360,765 | $9,887,649 | $7, 917, 504 

7, 391 8, 600 9, 600 

Total, all 10, 480, 694 10, 026, 808 8, 072, 304 

12, 200 12, 200 13, 200 


em egesenacnneerencnnnennseennsan-a- 10, 468, 494 10, 014, 608 


8, 059, 194 


The basic personnel requirements have been adjusted in the following manner 
to reach the actual employment requested for the budget year. A reduction of 
136 man-years has been made in expectation of a savings which can result only by 
the actual consolidation of functions. Additionally, the budget request for the 
Contact Division reflects an increase over prior budget submissions as a result of 
the transfer to the general operating expenses appropriation of 409 man-years. 
This is the number of Contact Division personnel previously budgeted for in the 
maintenance and operation of hospital appropriation and the maintenance and 
operation of domiciliary facilities appropriation and who provide contact service 
at VA and non-VA hospitals. 

The funds requested are to provide personal service and travel funds sufficient 
to discharge the responsibilities of the contact service at regional offices, regional 
office-hospital type centers, VA hospitals, VA offices, and in certain instances at 
non-VA hospitals, armed services hospitals, and Army separation points. This 
service involves personal, written, and telephonic contacts with veterans, their 
families, beneficiaries, and other authorized or interested persons for the purpose 
of providing information and assistance with respect to the benefits administered 
by the VA involving claims, VR and E, insurance, medical, loan guaranty, and 
the Board of Veterans’ Appeals. When appropriate, also provides information 
concerning other veterans’ benefits administered by Federal, State, and municipal 
agencies involving such benefits as State bonus, reemployment rights, etc. 

Because of the nature of operations, contact workload performed at a contact 
location reflects the number of work units ee as a result of assisting 
individuals in the many separate categories of VA and non-VA administered 
benefits, which experience has shown will vary from office to office because of the 
peculiarities of the area in which the office is located. As a result, in estimating 
personnel needs it has been necessary to employ criteria used in determining the 
number of personnel required, against the anticipated workload of each regional 
office, VA office, VA hospital, or other subordinate contact location on an indi- 
vidual basis. Contact divisions possess a —— distribution of organizational 
elements, in that there are varying numbers of VA offices, VA hospitals, and other 
contact locations in outlying areas of the regional territory in addition to the 
operational component at the parent regional office. This variance in number 
of locations and type of inquiry handled requires individual analysis to determine 
man-year requirements. In addition, with a number of contact locations under 
the jurisdiction of one regional office, the problem of replacement in the event of 
regularly scheduled leave or under emergent conditions as a result of sickness, 
resignation, etc., results in another factor which must be considered in determining 
personnel needs. All of the foregoing factors have been used in arriving at the 
above estimate. 


Travel of employees 

The travel funds as provided for in this estimate are considered to be the mini- 
mum necessary to assure regular administrative and technical supervision by the 
contact officer or his designate of VA offices and other non-VA contact locations 
under his jurisdiction for the purpose of assuring compliance with previous super- 


Net total, all 


1954 


visory im rovements, accomplishment of the mission of the contact program, and 
quality of service given veterans and their dependents. Provision has also been 
made for travel costs amounting to $60,560 incidental to the replacement of 
— personnel at one-man offices during absences for sick, annual and military 
eave. 

Current VA directives require that at least once each year in each regional 
area, a refresher training program be held to familiarize personnel with changes 
in laws, regulations and procedures and complexities resulting from these changes. 
This program it is estimated will cost $26,025 in employee travel costs during 
fiscal year 1955. 

The established policy of providing away-from-office contact service to veterans, 
their dependents, and other interested persons unable to visit a VA installation 
because of their being institutionalized or otherwise physically incapacitated and 
to remote communities not reasonably accessible to VA installations, will again 
be actively followed during fiscal year 1955. Requirements for this service are 
estimated at $53,665. 

Additional funds in the amount of $4,950 have been estimated to permit the 
return of employees from overseas who have completed their tours of duty. 


Claims 


Estimated, 
Object of expenditure fiscal year 
1954 


01 Personal services’ 
Gross average employment 
Estimated reduction (consolidation of functions) 


Net average employment 


Net amount : A $20, 575, 453 
021 Travel . 26, 000 31, 000 
15 Taxes and assessments ‘ 27.085 


Total all objects . 20, 633, 538 
: Q. 8. and L 8, 800 11, 461 
Net total all objects 20, 622, 077 


The funds requested for the claims service program are to provide for the 
administration and adjudication of disability compensation and pension benefits 
pavabie to living veterans and the compensation, pension, burial, insurance and 
indemnitv benefits pavable to dependents and beneficiaries of deceased veterans. 
(Funds for payment of benefits are largely provided under the appropriation 
“Compensation and pensions’’.) 

Further information concerning the development of claims personnel require- 
ments is contained in succeeding paragraphs. It will be noted that the personnel 
requirements as shown in the following detail exceed the actual average employ- 
ment requested in the budget year by 422 man-years. This difference results 
from the fact that the actual request has been reduced by 422 man-years in 
expectation of a possible savings which can only result by the actual consolidation 
of functions. 

A enmenenre summary of personnel requirements by major organizational 
function follows: 


Estimated, | Estimated, 
fiscal year fiscal year 
1955 


Veterans service (rogiona! offices) 
Dependents service (district offices)... 
Veterans Benefits Office, District of Columbia. 


Gross average employment 4, 454 


2, 990 
811 
653 


In general, claims from veterans of World War I, World War II, and Regular 
Establishment are adjudicated in regional offices; claims from dependents and 
beneficiaries of deceased veterans of World War I, World War II, and Regular 
Establishment are adjudicated in district offices; while claims of other types of 


vi 
B 
Estimated, 
| 
1955 
4, 889 4, 605 4, 032 
Actual, 
fiscal year 
1953 
916 829 
673 665 


1955 


veterans or their dependents and beneficiaries are adjudicated at the Veterans 
Benefits Center in Washington, D. C. 

There follows a complete detailed breakdown by service of the functions of this 
office with complete justifications therefor: 
Veterans service 


A total of 2,990 average employment is required to perform the functions of this 
Service. The Veterans Claims Service is operated in the regional offices through 
the adjudication divisions. These divisions determine service connection and 
rates of monthly compensation and pension. In addition, they determine basic 
eligibility for other benefits (except paraplegic housing), consider and decide 
waiver or nonwaiver of overpayments not exceeding $2,500 and maintain statistical 
records and reports. 

A comparison of workload data for fiscal year 1953, fiscal year 1954, and fiscal 
year 1955 follows: 


Actual, fiscal Estimated, | Estimated, 


fiscal year fiscal year 
year 1953 1954 1955 


Authorization actions____......... 820, 765 721, 036 726, 985 
Rating actions (x-dental) $21, 881 828, 535 833, 959 


The personnel needs were determined by the use of applicable personnel rates 
to workload volumes. In the development of estimates of workload for fiscal 
year 1954 and 1955, in order to establish a more nearly normal trend for fiscal 
year 1953, the actual data for that year were adjusted downward by the amount 
of workload occasioned by the review of cases under Public Law 427, 82d Congress. 
This review resulted in an additional workload of approximately 140,000 author- 
ization actions and 35,000 rating actions although the man-hour requirement to 
accomplish this additional work was significantly less than for accomplishing a 
like amount of normal work. With consideration of normal workload trend for 
fiscal year 1953 the amount of work to be disposed of in the regional offices shows 
a slight increase in the overall volume. Refining this volume as to types of entitle- 
ment it is indicated that the increasing number of claims by veterans with service 
on or after June 27, 1950 (Korean conflict), and by veterans of World War I for 
non-service-connected disability pension, more than offset the slight decline in 
some of the other types of claims. This presents a picture of at least a stable 
workload or a slight increase for the ensuing fiscal years. 


02 Employee travel 


Funds requested include a nominal amount for adjudication officers to partici- 
pate in service organization conventions; for travel required for returning per- 
sonnel from the regional offices in Manila, San Juan, Juneau, and Honolulu as 
provided by Public Law 600 and sending replacements thereto; and for adjudica- 
tion officers to make regular and necessary trips to VA hospitals within the 
regional office area in order to instruct and advise examining physicians relative 
to the adequacy of physical examinations for rating purposes. 


Dependents service 


A total of 811 average employment is required to perform the functions of this 
service, some of which include the adjudication of the following types of claims: 
Death compensation and pension; accrued compensation, pension, retirement 
pay, subsistence allowance, education and training allowance, and readjustment 
allowance; claims for reimbursement for burial, funeral, and transportation 
expenses of deceased veterans; and claims for insurance and indemnity payment 
in cases in which the insured is deceased. 

A comparison of workload data for fiscal year 1953, fiscal year 1954, and fiscal 
year 1955 follows: 


Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1953 1954 1955 


Authorization actions (Compensation and pension)__......... $306, 316 $312, 000 $318, 000 
Authorization actions (burial)... .................-..-...-.... 106, 256 111, 690 115, 640 
67, 729 68, 000 69, 000 


1956 


The personnel needs were determined by the use of applicable personnel rates 
to workload volumes. The amount of work to be disposed of in the district 
offices continues to increase. This is evidenced by the fact that the number of 
running awards for compensation and pension in district offices increased from 
542,020 on June 30, 1951, to 571,983 on June 30, 1952, to 605,530 on June 30, 
1953. The number of cases in file in the district offices increased in 1953 by 
122,314, going from 1,388,410 in 1952 to 1,510,724. 

During each of fiscal years 1952 and 1953, there was an increase of approximately 
20,000 in the number of new claims filed in the district offices. It can only be 
expected that in 1954 and in 1955 there will be a proportionate increase in the 
number of new claims received. The estimated increase in the number of auth- 
orization aciions and rating actions is predicated upon the expected increase in 
the number of new claims filed as well as the increase in the number ot running 
awards in the file, which later will result in additional amendatory actions. 


02 Employee travel 


A nominal amount is requested for employee travel to permit service directors 
participating in service organization and other conventions as may be directed 
and for the transfer of employees for permanent change of stations. 


Veterans Benefits Office, D. C. (Compensation and Pension Service) 

A total of 653 average employment is required to perform the functions of this 
Service, some of which include the adjudication of claims for disability compensa- 
tion and pension filed by veterans, all types of Government insurance and in- 
demnity benefits filed by beneficiaries of deceased veterans, compensation and 

nsion filed by dependents of deceased veterans, reimbursement for burial, 
uneral, and transportation expenses of deceased veterans, and accrued disability 
and death compensation or pension, retirement pay, subsistence allowance, re- 
adjustment allowance, and training allowance. This Service also determines 
entitlement to special housing under Public Law 702, 80th Congress, as amended; 
reviews and decides waiver or nonwaiver of overpayments not execeding $2,500; 
and maintains statistical records and reports. This Service has exclusive jurisdic- 
tion over all claims for disability and death benefits based on service rendered 
prior to July 16, 1903, claims filed by foreign residents and Veterans’ Administra- 
tion employees, as well as a limited group of special types of claims based on 
service rendered subsequent to July 16, 1903. 


Vocational rehabilitation and education 


Actual, Estimated, | Estimated, 
Object of expenditure fiscal year fiscal year fiscal year 
1953 1954 1955 

01 Personal services: ~ 
Gross average employment... ............-....-..-.-- 4, 459 4,091 3, 533 
Estimated reduction (consolidation of functions) _.....|..........-.-.|..-.-...--..--. —335 
Net average employment. ...--- d 4, 459 4, 091 3, 198 
$21, 735,441 | $19, 985, 444 $15, 651, 012 
21 Travel, employee. 968, 247 1, 328, 052 1, 390, 000 
22 Travel, beneficiaries... . 295, 622 314, 256 294, 450 
03 Transportation of things_____.. 3 6, 696 8, 000 8, 000 
07 Other contractual services, total__.................-..-.... 3, 466, 282 4, 579, 195 5, 713, 190 
LEAL 1, 388, 328 576, 495 311, 190 
SRNR on ohctcctudatieucatnnddoccsUubieccciesscie 860, 144 1, 176, 000 1, 176, 000 
Education and training reporting allowance..... er 1, 215, 436 2, 824, 800 4, 224, 000 
Miscellaneous contractual services. . 2, 374 1, 900 2, 000 
11 Grants, subsidies, and contributions...................... 2, 043, 953 2, 800, 000 3, 300, 000 
16 Taxes and assessments... ................-.---------------- 8, 419 12, 400 12, 400 
II, iss saeneanistnhiinspiniahiaanGhdins 28, 524, 660 29, 027, 347 26, 279, 052 
Q. 8. & L...... 5, 000 5, 000 
Net total all objects... 28, 519, 660 29, 022, 347 26, 274, 052 


op 
un 
ed 
La 
ba 
nu 
af 
ar 
It 
ex 
m 
be 
P 


1957 


The funds requested for this activity are required to cover the cost of field 
operations in connection with the rehabilitation of disabled veterans in training 


under Public Law 16, 78th Congress, as amended, and in connection with the 
education and training of veterans pursuing courses under the provisions of Public 


Law 346, 78th Congress, as amended, and Public Law 550, 82d Congress. 


The 


basic workload of this phase of the veterans benefits program consists of the 
number of veterans who apply for or avail themselves of training under the 


aforementioned laws. 


Further information concerning the development of vocational rehabilitation 
and education personnel requirements is contained in succeeding paragraphs. 
It will be noted that the personnel requirements as shown in the following detail 
exceed the actual average employment requested in the budget year by 335 
man-years. This difference is explained by the fact that the actual request has 
been reduced by 335 man-years in expectation of a possible savings which can 


result only by the actual consolidation of functions. 


The following table provides a 3-year comparison of workloads expressed as 


monthly average number of veterans in training: 


Average veterans in training 


Actual, 
fiscal year 
1953 


ated, 


Estimated, 
fiscal year 
1955 


Public Law 16: 


5, 876 3, 100 1, 600 
Schools below college level.............--..-.-...------.-- 4, 920 3,000 1, 600 
11, 734 6, 300 3, 000 
28, 899 15, 700 8, 000 
Publie Law 894: 
1,020 2, 700 3, 900 
Schools below college level-- 780 300 3, 700 
Institutional on-farm -__._-- 153 600 1, 200 
Job teaming... 565 1, 800 3, 200 
Total Public Law 16 and Public Law 894.._...........- 31, 417 23, 100 20, 000 
Public Law 346: 
ON ee. 154, 797 70, 000 32, 000 
Residence schools below college level __.._............-.--- 157, 544 57, 560 19, 000 
Correspondence schools below college level__--_--......-.-- 136, 934 47, 440 7, 000 
122, 111 50, 000 22, 000 


Public Law 550: 


Personal services, $15,651,012. 


Schools of 33, 845 117, 000 168, 000 
Residence schools below college level___.__.-.......-.-.--- 13, 925 68, 000 120, 000 
Correspondence schools below college level... ............- 485 7, 000 16, 000 
, 120 12, 000 32, 000 
6, 841 36, 000 000 
56, 216 240, 000 400, 000 
Total, Public Law 346 and Public Law 550...__.......- 669, 707 . 517, 000 
Total monthly average, all laws......................-..- 701, 124 503, 100 537, 000: 


Based on these anticipated average veteran training loads and the related 
secondary workloads, such as applications for training, cases of counseling disposed 


of, and contract negotiation activities, it is estimated that 3,198 man-years will 


be required during fiscal year 1955 for field operations. 


Estimated average em- 


ployment requirements have been determined by application of staffing standards, 
developed through analysis of past production experience, to the estimated 
workload of each vocational rehabilitation and education section. 

The following provides a distribution of these man-years to the various voca- 
tional rehabilitation and education segments and a comparision of the fiscal year 
1955 estimated requirements with the actual average employment for fiscal year 


1953 and the estimated requirements for fiscal year 1954: 
41872—54— pt. 2——50 


| 


1958 


Organizational element 


Actual, Estimated, | Estimated, 
fiscal year fiscal year year 
1954 1955 

Office of the chief _- 159 152 150 
578 600 600 
684 577 516 
Veterans’ benefits office, District of Columbia_............._- 18 12 12 
Gross average employment. - -- 4, 459 4, 091 3, 533 


The basic functional responsibilities of each of the above segments are as 
follows: 


Office of the Chief 
Directs the activities of the Vocational Rehabilitation and Education Division. 
Educational Benefits Section 


Determines eligibility for and extent of entitlement to education and training. 
Maintains entitlement accounting records. Authorizes payments to or in behalf 
of veterans training under the provisions of the major laws which authorize the 
activity. Develops appeals from Vocational Rehabilitation and Education 
determinations. Determines the avocational or recreational nature of the vet- 
erans’ elected courses and takes necessary action for approval or disapproval. 
Assures compliance with the requirements of Public Law 346 and Publie Law 550 
with respect to veterans’ training situations through personal contact with 
trainees and training facilities. Maintains statistical records and prepares and 
coordinates statistical reports and special statistical studies. 


Counseling Section 


Determines whether disabled veterans are in need of vocational rehabilitation 
to restore employability; determines feasibility of training or employment; 
provides counseling to assist them in selecting occupational and educational 
objectives and courses of training. Provides counseling service to veterans who 
are eligible for education or training under Public Law 346 or Publie Law 550. 
Approves or disapproves requests for change of course under Public Law 346 
and for change of program under Publie Law 550 when counseling is required by 
VA regulations in connection with such requests. Negotiates agreements with 
educational institutions for establishment of VA guidance centers and supervises 
operation of such centers. Provides personal adjustment counseling when 
required. 


Education and Training Section 


Concurs in selection of employment objectives and prescribes courses of voca- 
tional rehabilitation for disabled veterans. Selects specific training facility for 
the individual disabled veteran. Inducts such veterans into training, furnishes 
supplies and supervises training. Determines when employability has been re- 
stored and refers rehabilitated veterans for employment assistance if required. 
Negotiates ee with training establishments for the training of disabled 
veterans. Maintains necessary records pertaining to the training of disabled 
trainees. 

Training Facilities Section 

Negotiates contracts with schools and certifies to finance basis for the payment 
of tuition charges. Reviews school records periodically for contract conformity, 
recommending special audits and investigations where necessary. Maintains 
liaison with State approving agencies in connection with activities under Public 
Law 346 and Publie Law 550. Promotes development of on-the-job training 
opportunities for disabled veterans. Approves educational institutions for use 
under Public Law 16 and Public Law 894 and, where necessary, on-the-job train- 
ing establishments under Public Law 346. Recommends approval under Public 
Law 346 by the Administrator where required under existing law and regulation. 
Maintains official file of approved courses, institutions and establishments. Pre- 
pares analyses and summary of actions taken by the regional office in the case of 
determinations appealed by institutions to the Veterans ducation Appeals Board 
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and, where necessary, represents the regional office in presentation before the Board 
or its representatives. 


Veterans Benefits Office, District of Columbia 

The Vocational Rehabilitation and Education Division of this Office administers 
applicable provisions of Public Law 346 and Public Law 550 for veterans in for- 
eign countries and territorial areas assigned to its jurisdiction, approves or dis- 
approves institutions and courses of education for the training of individual 
veterans, provides detailed and specific -ecommendations regarding information 
or instructions required for Department of State use in representing VA in foreign 
countries, provides service to attachés for Veterans Affairs in individual cases, and 
additionally, provides a program to effectuate the provisions of title V, Public 
Law 346 (readjustment allowances). 


Travel of employees, $1,300,000 

Vocational Rehabilitation and Education personnel are required to travel 
primarily in connection with (1) administration and supervision of the field 
operations, (2) visiting Public Law 550 training facilities to assure that payments 
of education and training allowances to veterans are in accord with the require- 
ments of the law, (3) providing counseling services to veterans at locations other 
than the regional offices or guidance centers, (4) supervising contract guidance 
centers, (5) supervising disabled veterans at their places of training in order to 
facilitate their restoration to employability, (6) placing disabled veterans in 
training situations, and (7) negotiating contracts, verifying charges for services 
rendered under such contracts, and performing audits in connection with con- 
tract terminations. 

Actual obligations for fiscal year 1953 and the estimated requirements for fiscal 
years 1954 and 1955 are shown in the following table: 


Estimated, | Estimated, 
fiscal year fiscal year 


Actual, fiscal 
year 1953 


1 $968, 247 $1, 328, 052 $1, 300. 000 
110, 404 142, 190 139, 186 


Number travel days- -- 


1 First-year operations under Public Law 550 and a reorganization of the Educational Benefits Sections 
required to facilitate administration of Public Law 550 precluded travel for the purpose of visiting Public 
Law 550 training facilities for all but approximately 4 months of the fiscal year. Estimates for fiscal years 
1954 and 1955 contemplate full-schedule travel for this purpose. 


Travel of beneficiaries, $294,450 ; 

Travel authorizations are issued to Publie Law 16 and Public Law 894 veterans 
(a) who are required to travel to regional offices or guidance centers for counseling 
in connection with determination of need for training as required by law, or (5) 
who require travel to or from one regional office jurisdiction to another for induc- 
tion into a facility offerin® proper training or for return to the place of original 
jurisdiction after rehabilitation. Authorizations to travel to the place of counsel- 
ing are also issued in the case of required counseling for disabled veterans who 
apply for training under Public Law 550 and for Publie Law 550 trainees who 
desire to reenter training after unsatisfactory progress in their initial course. 

Shown below are the actual number of authorizations and cost of this travel 
during fiscal year 1953 and the estimated number of authorizations and cost for 
fiscal vears 1954 and 1955. Anticipated cost per authorization during fiscal 
years 1954 and 1955 is expected to be slightly less than experienced during fiscal 
year 1953 due to an increased number of locations providing counseling services. 


Estimated, | Estimated, 


Actual, fiscal 
year 1953 fiscal year 


Number authorizations: 


Public Law 16 and Public Law 894_....._.-......._____-- 40, 555 39, 947 35, 300 

Cost per authorization $6. 85 $6. 50 $6. 50 


| 
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Transportation of things, $8,000 

These funds are obligated to provide for the cost of transportation involved in 
the shipment of trainee supplies and equipment. During fiscal year 1953, $6,696. 
were obligated. It is estimated that fiscal years 1954 and 1955 requirements will 
be $8,000 and $8,000, respectively. 
Other contractual services, $5,718,190 


Handling charges on trainee books, etc.—Where authorized by contract, payments 
are made to institutions to defray the cost of handling books, supplies, and equip- 
ment for Public Law 16, Public Law 894, and Public Law 346 trainees. During 
fiscal year 1953 obligations for this subobject totaled $1,388,328, approximately 
6.9 percent of the cost of books, supplies, and equipment. This percentage re- 
lationship represents a decrease from that experienced in fiscal year 1952 (8.8 
percent) and is largely the result of a special study conducted to preclude over- 
obligation of these funds. It is believed that this percentage relationship will be 
sponses in fiscal years 1954 and 1955 and consequently it has been applied to 
the estimated cost of books, supplies, and equipment for fiscal years 1954 and 
1955. The resultant dollar requirements are shown below: 


Cost of books, supplies, and equipment_...................-.- $20, 
Cost of handling c' 1 


Counseling fees — Counseling services are provided to veterans who have applied 
for or entered training under one of the major laws which authorize vocational 
rehabilitation and education. Funds required for this subobject are to cover the 
cost of such services rendered in guidance centers which are operated on a con- 
tract basis by institutions. The volume of workload in fiscal year 1955 is expected 
to increase substantially over that experienced in fiscal year 1953 and can be 
directly attributed to the increase in the number of Public Law 894 and Public 
Law 550 trainees. Comparison of these workloads and the attendant costs are 
indicated below: 


1953 1954 1 
Cases of counseling disposed of on fee basis in guidance centers. 31, 547 42, 000 42, 000 
Average cost per case... $27. 27 $28 
$860, 144 $1, 176, 000 $1, 176, 000 


Miscellaneous contractual services 


During fiscal year 1953 obligations for this subobject totaled $2,374. These 
funds were required to cover the cost of State medicel and bar examinations for 
Public Laws 16 and 894, trainees, scoring of counseling tests, and other miscel- 
laneous services. It is estimated that $1,900 will be required during fiscal year 
1954 and $2,000 during fiscel year 1955 for these services. 


Education and training reporting allowance, Public Law 550 


Payments are made to each educational institution which is required to submit 
reports and certifications to the Administrator for each Public Law 550 veteran 
enrolled in and attending such institution, to assist the educational institution in 
defraying the expense of preparing and submitting such reports and certifications. 
This allowance for reports and certifications of attendance wes paid at the rate 
of $1.50 per month for each eligible veteran enrolled in 2nd attending such insti- 
tutions during fiscal year 1953 and prior to September 1953. Payments made for 
this purpose covering attendance on or after Yo teen 1953 and for the balance 
of fiscal year 1954 are being made at the rate of $1 per month in accordance with 
the provisions of the Second Independent Offices Appropriation Act, 1954. 
Estimated requirements for fiscal year 1955 are elso based on this reduced rate 
of $1 per month. 
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Obligations during fiscal year 1953 for these payments were $1,215,436. It is 
estimated that $2,824,800 will be required during fiscal year 1954 and $4,224,000 
during fiscal year 1955. Estimeted requirements are based on the average number 
of Public Law 550 institutionel trainees (excluding correspondence trainees) 
pus an allowance for those trainees not reflected in the reported average trainee 
oad. 

Grants, subsidies, and contributions, $3,300,000 

Under the provisions of Public Law 679, 79th Congress, Public Law 346, as 
amended by Public Law 610, 8ist Congress, and Public Law 550, 82d Congress, 
reimbursements are made to State approving agencies for expenses incurred in the 
approval and supervision of training facilities offering education or training to 
veterans enrolled under the provisions of Public Law 346 or 550. 

Obligations for such reimbursements during fiscal year 1953 were $2,043,953. 
Due to increased State approval and supervisory activities in connection with 
administration of Public Law 550, reimbursements during fiscal years 1954 and 
1955 are expected to be greater than during fiscal year 1953. Reimbursements 
for these fiscal years are estimated to be $2,800,000 and $3,300,000, respectively. 


Taxes and assessments, $12,400 


Obligations for Federal Insurance Contributions Act pavments during fiscal 
year 1953 totaled $8,419. It is estimated that $12,400 will be required during 
fiscal year 1954 and $12,400 will be required in fiscal year 1955 for these payments. 


Loan guaranty 


Estimated, | Estimated, 


Object of expenditure 


01 Personal services: 


Gross average employment 
Estimated setuetion (consolidation of functions) 


Net average employment 


Net amount 


021 Travel, employee 
07 Other contractual services 
15 Taxes and assessments. 


$11, 921, 686 
291, 230 


140, 758 
12,177 


$10, 281, 598 
430, 000 


267, 400 
12, 000 


12, 365, 851 


12, 202, 669 


10, 990, 998 


The above estimate contains the consolidated personnel requirements for loan 
guaranty activities loceted at field stations which include the determination of 
eligibility for benefits provided by law; the payment of claims made in connection 
with defaulted loans; the management and disposition of properties acquired; 
the mane.gement of loans held by the Veterans’ Administration as the result of the 
sale of acquired properties; assistance to specified physically handicapped veterans 
in acquiring specislly adapted housing; and the direct-loan function which 
involves all the activities of a mortgagee. 

Discharge of these responsibilities requires that provision be made for the cost 
of salaries, travel expenses and payment for such contractual services as fee 
appraisals, fee property inspections, credit reports, and special surveys made by 
specialists on a fee basis with respect to land planning, grading, drainage, and 
sanitation aspects of proposed construction projects. 

As of the end of fiscal year 1953, operational responsibilities of the loan guaranty 
activity represented an initia] contingent liability on the part of the Government 
of over $10 billion on loans aggregeting almost $21 billion; a mortgsge loan port- 
folio with an asset value in excess of $240 million; property holdings having a 
value in excess of $7 million; and other asset receivables of almost $22 million 
= the Government as a result of payment of claims on guaranteed or insured 
oans. 

During the early years of operation, the emphasis of administr:tion was pri- 
marily concerned with the guaranteeing or insuring of loans. However, as the 
activity ages and increases in size, the emphasis hes begun to shift to the discharge 
of the expanding responsibilities inherent in the management of the existing 
portfolio of loans already made or guaranteed. 


Actual, 
Pp fiseal year fiscal year fiscal year 
1953 1954 1955 
Rae 2, 700 2, 587 2, 566 
2, 700 2, 587 2, 323 
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Public Law 101, 83d Congress, extending the expiration date of the lending 

— on direct loans, increased the maximum capital amount of the revolving 
unds available for such purpose by $100 million. Under this new authorization, 

it may be expected that direct loans totaling more than $400 million will have been 
made by the extended expiration date of June 30, 1954. Public Law 94, 83d 
Congress, may be expected to assure the continuance of loan guaranty activities 
at a relatively high level by reason of those provisions giving statutory recognition 
to the Government-sponsored secondary market commitment procedure and 
those relating to tte free marketing of lender portfolios. It is anticipated that 
such action coupled with the increased interest rate authorized last May will 
result in increasing the volume of GI loans during each of the next 2 years over the 
fiscal year 1953 experience. 

Further information concerning the development of loan guaranty activity 
personnel requirements is contained in succeeding paragraphs. It will be noted 
that the personnel requirements as shown in the following detail exceed the actual 
average employment requested in the budget year by 243 man-years. This 
difference results from the fact that the actual request, however, has been reduced 
by the above mentioned 243 man-years in expectation of a possible savings which 
can result only by the actual consolidation of functions. 


Personal services 


The functional utilization of employment during fiscal year 1953 and the esti- 
mated requirements for fiscal years 1954 and 1955 is summarized in the table 
below, following which is a brief description of the major duties and responsibilities 
of each of the organizational segments reflected therein. 


Actual, Estimated, | Estimated, 


Organizational element fiscal year | fiscal year | fiscal year 
1953 1954 1955 

dn 252 252 254 
Control and Records Section 396 401 383 
Direct Loan Section 73 74 74 
Examining Section 566 447 355 
Appraisal Section 716 691 691 
Loan Service and Claims Section. ................-.---------- 449 438 487 
Property Management Section................-..----.-----.-- 129 130 145 

Gross average employment. -_.. ae 2, 700 2, 587 2, 566 


Office of the Chief 

It is estimated that 254 man-years will be required in the offices of the Chief, 
which are responsible for the administrative and supervisory duties incidental 
to the efficient operation of field offices. 


Control and Records Section 


It is estimated that 383 man-years will be required in the Control and Records 
Sections, which are responsible for maintaining the registers and files of operational 
functions, the coding of operating actions for machine-record purposes, the control 
and distribution of mail, and the preparation of periodic and special statistical 
and analytical reports. 


Direct Loan Section 


It is estimated that 74 man-years will be required in the Direct Loan Sections, 
which are responsible for the direction and management of direct-loan functions 
in those field offices with areas designated for making of such loans. Because of 
the limited duration of the loan-making phase of this direct-loan function, there 
has been established but a minimum staffing pattern consisting of one technician 
and one secretary for offices having such activities, with the preliminary process- 
ing work being performed in the Examining Sections. 


Examining Section 

It is estimated that 355 man-years will be required in the Examining Sections, 
which are responsible for processing loan applications and loan reports submitted 
for guaranty or insurance and for providing staff assistance to the direct loan 
agents. Loan examiners are required, among other things, to verify the eligibility 
of veterans, the eligibility of the purpose of the loan, the adequacy of the income, 
and credit standing of the borrower. The quality of the title to the property 
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securing the loan must be examined to determine conformance to the regulatory 
requirements, end the purchase price must be found not. to exceed the reasonable 
value of the security property. Appropriate certifications must be obtained from 
lenders and builders thet fees and charges paid, or to be paid, in connection with 
the lon origine.tion have not and will not exceed the maxima permitted by 
regulstions end schedules. 

Reguletions require thet the Examining Sections examine contracts of sale and 
methods and practices pursued in relz.tion to the marketing of properties proposed 
to be sold with the assistance of GI financing are not unfair or unduly prejudicial 
to veteran purchssers. 

Closing expenses must be examined to determine their propriety in relation to 
oe schedules of permisss.ble charges. Those provisions of Public Laws 
475, 8lst Congress, and 550, 82d Congress, extending the scope of eligibility and 
entitlement to new categories and providing for restoration of entitlement under 
cert>.in conditions have added to the complexity and detail of the loan application 
processing duty. Also, the provisions of Public Law 550, relating to the eligibility 
of veterans who have qualifying service in World War II and on or after June 27, 
1950, whether they had or had not previously used their entitlement in part adds 
to the complexity of the determinations made. 

Under the law, lenders may process GI loans on an automatic guaranty basis 
or submit the application for the approval of VA prior to the making of the loan. 
The latter course imposes a considerably heavier workload on the examining 
staffs because of such factors as the responsibility for credit risk analysis and prior 
as well as post review. 


Appraisal Section 


It is estimated that 691 man-years will be required in the Appraisal Sections, 
which are responsible for determining the reasonable value of securities for home, 
farm, and business loans for which applications for guaranty or insurance or direct 
loans are submitted or intended to be submitted and in cases involving such mat- 
ters as partial release, partition, condemnation, foreclosure, ete., of such underlying 
securities, establishing and administering of minimum standards for construction, 
land planning, and general acceptability as a condition precedent to the guaranty 
or insurance of loans involving the purchase of real estate or the making of direct 
loans; the maintaining of a system of property construction cost analysis and 
construction compliance; and determining the proper sales price of properties 
acquired incidental to the guaranty or insurance of loans. In addition, these 
sections are responsible for providing technical advice and assistance to physically 
handicapped veterans who build or purchase homes with the aid of grants as 
provided by Public Law 720, 80th Congress, as amended. 

The provisions of Public Law 550, 82d Congress, relating to the establishing and 
administering of land planning and general acceptability standards as well as 
construction standards previously required by Public Law 475, 81st Congress, has 
increased considerably the workload burden of this function. 


Loan Service and Claims Section 


It is estimated that 487 man-years will be required in the Loan Service and 
Claims Sections, which are responsible for contacting lenders and veterans in 
instances where delinquencies occur on guaranteed or insured loans in an effort 
to effect a cure of such delinquencies in avoidance of payment of claims; for serv- 
icing of the loan portfolio held by VA (Vendee accounts, direct loans, and ac- 
quired mortgage loans) ; and for analyzing and processing claims arising under the 
contract of guaranty or insurance and arranging for the acquisition or other dis- 
position of the underlying security where efforts to cure a delinquency of a guaran- 
teed or insured loan are unsuccessful. 

From ell sources, the direct servicing workload (VA portfolio accounts) increased 
during the year from 27,039 as of June 30, 1952, to over 40,000 at June 30, 1953. 
All those actions for which the holder of a guaranteed or insured loan is primarily 
responsible with respect to the loan or the underlying security must, in case of a 
VA-owned loan, be performed by salaried personnel, necessitating the expenditure 
of additional funds for salaries and travel. 

Property Management Section 

It is estimeted that 145 ma.n-years will be required in the Property Managements 
Sections, which are responsible for the management and liquidation of properties 
acquired 2s a result of operations. As of the end of fiscal year 1953 there had been 
acquired 10,183 properties of which 8,328 had been disposed of by sale. 
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Accounts Section 


It is estimated that 177 man-years will be required in the Accounts Sections, 
which are responsible for the maintenance of individual accounts covering financial 
transactions pertaining to or arising from loans and properties owned by VA. 
All basic accounting duties with respect to direct loan operstions have been de- 
centralized to the field offices. It is expected that such duties with respect to 
loan-guaranty operations will be decentralized during fiscal year 1954. 

Upon full decentralization of all basic accounting duties and resronsibilities 
to the field offices, their workloads will parallel the number of transactions effecting 
the status of VA-owned direct loans, vendee and acquired mortgage loans accounts, 
veteran and other personal-liability accounts and properties owned and manage- 
ment expenses relating thereto. 

The basic workload by fiscal year for the major items of work expected to be 
handled by the loan-guaranty activity is as follows: 


Actual, Estimated, | Estimated, 
Workload units fiscal year fiscal year fiscal year 
1953 1954 1955 

Valuations requested (units) 487,079 497, 000 497,000 
Loan-guaranty applications 350, 000 350, 000 
Direct loans fully disbursed 12, 435 15, 228 8, 000 
Defaults, processed (guaranteed/insured loans) .-........-..-- 60, 741 60, 000 60, 000 
4,331 4, 500 4, 500 
verage number loans own: 4 400 
pp 569 578 625 


Travel—Employees 


Trzvel by field personnel is a necessary incident to the discharge of opere.tional 
duties and responsibilities relating to the esteblishing of reasonable values for 
properties proposed to be sold or purchased with GI financing; the administr«tion 
of minimum construction, land planning and general acceptability standards, 
construction compliance inspection activities, and cost analysis techniques; 
the making and guaranteeing or insuring of loans; the servicing of defsulted 
guarenteed or insured loans; the manegement of loan portfolio owned by VA 
and servicing of accounts therein that become delinquent; the mane gement and 
disposition of acquired properties and the giving of assistance to physically 
handicapped veterans who purchese or construct specially adapted housing with 
the aid of grants provided by Public Law 702, 80th Congress, as amended. 


Other contractual services 


Obligations incurred under this object of expenditure in connection with the 
operation of the loan-guaranty activity consists of the cost of fee appraisals, 
property inspections, special land planning, sanitation and drainage surveys and 
credit reports. 


Finance Division 


Estimated Estimated 

Actual, fiscal ° 

Ob of expenditure * fisea) year fiscal year 

we year 1968 1984 1955 
01 Personal services: 

Gross average 4,131 3, 923 3, 907 
Estimated reduction (consolidation of functions) ...__.|.........-...-]-.----------.- —370 
Transfer to “Outpatient” appro’ —578 —549 —547 
Net average employment. .............--....---.--- 3, 653 3, 374 2, 990 
$13, 757,462 | $13, 046, 239 $11, 650, 013 
98, 680 167, 701 50, 000 
or 13, 868, 193 13, 229, 760 11, 715, 883 
Less quarters, subsistence, and leave_.........-....- 5, 100 5, 200 5, 200 
13, 863, 093 13, 224, 560 11, 710, 68 : 
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The estimate provides for salaries and traveling expenses of employees engaged 
in finance activities applicable to field operations, including the Veterans’ Sino 
fits office, Washington, D. C. 

The estimated personnel requirements for measurable activities have been 
determined by the application of established performance standards to the antici- 
pated workload which represents conversion of applicable forecasts of other 
services, such as claims, vocational rehabilitation, and education, etc., to the 
finance work units. The performance standards used are a result of experience 
and careful study. Estimates for nonmeasurable activities, which represent a 
small fraction of the total requirements, are based on staffing patterns developed 
in consistency with overall requirements. 

Further information concerning the development of Finance Division person- 
nel requirements is contained in succeeding paragraphs. It will be noted that 
the personnel requirements as shown in the following detail exceed the actual 
average employment requested in the budget year by 917 man-years. This 
difference is explained as follows. First, the actual request has been reduced by 
370 man-years in expectation of a possible savings which can result only by the 
actual consolidation of functions. Second, the budget requests for the Finance 
Division reflects a reduction from the personnel justified in the detail by the 
transfer to the ‘‘Out-patient appropriation” of 547 man-years which is a propor- 
tionate share of the personnel associated with and providing services to the out- 

atient activities located at field stations. For the above reasons, the detailed 
justification of man-year requirements for field operations are 917 man-years in 
excess of the average employment requested for fiscal year 1955. 

The following table furnishes a comparison of the man-year requirements by 
organizational element for the past year with estimated requirements for the 
current year and budget year: 


Actual, Estimated, | Estimated, 
Organizational element fiseal year fiscal year fiscal year 
1953 1954 1955 


Beneficiaries accounts. 1,617 1, 708 1, 923 
Employee accounts.__. 128 123 119 
Accounting 551 595 581 


PERSONAL SERVICES 
Office of finance officer 

Principal functions.—General supervision of overall finance operations at field 
stations. 

Comment.— Estimated requirements are based on staffing patterns since require- 
ments cannot be determined by any operation workload. 


Beneficiaries accounts 


Principal functions.—The maintenance of payment record cards, audit and 
certification of pavment for the following: Compensation and Pensions to living 
veterans of World War I and II, and the Korean conflict, subsistence to and 
tuition for veterans in training in institutions of learning, and training certificates 
processed. 

Comment.—The principal workload of this activity is as follows: 


Actual, Estimated, | Estimated, 
fiscal year 
1953 


Active award accounts (living) .......................-...-..--- 2, 872, 355 2, 
842. 844 846, 3 
1, 381. 424 1, 077, 61 1, 018, 409 
Training certificates processed - -..............----.----------- 913, 687 3, 654, 


420 420 409 
4, 131 | 3, 923 3, 907 

| | 
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Employee accounts 


Principal functions.— Maintains individual earning records, including payroll 
change slips, deductions for retirement fund, bonds, Federal income tax, time 


and leave records, etc. 


Comments.— The principal workload of this activity is as follows: 


Estimated Estimated 
Actual, fiscal fiscal , , 
year fiscal year 
year 1953 1954 1955 
Pay cards maintained (12-month average) 42, 329 41, 463 40, 637 


Accounting 


Principal functions — Maintains control accounts by appropriation reflecting 
amounts of funds advanced to disbursing officers, amounts disbursed, ete. In 
addition, there was installed an integrated system of cost accounts effective 
July 1, 1953, and the establishment of control accounts for loan guaranty 


transactions. 


Comments.— The principal workload is as follows: 


Estimated Estimated 
Actual, fiscal) ‘¢ 
. scal year fiscal year 
year 1953 1954 1955 
General ledger, documents processed_.................--.-.-.- 1, 573, 118 1, 867, 399 1, 867, 399 
Cost accounts, documents processed... ..........-------------]....---------- 998, 800 998, 800 
Allotment accounts, line entries................-.-.....-.--..- 6, 859, 748 6, 127, 195 5, 791, 868 


Voucher audit 


Principal functions.— Performs the audit and certification of all vouchers prior 


to payment. 


Comments.— The principal voucher workload by type is as follows: 


Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1953 1954 1955 
Training and tuition (number of names) ..............-.------ 5, 572, 828 2, 400, 890 1, 065, 275 
Institutional vouchers re Public Law 550 (number of trainees) - 913, 678 3, 654, 744 6, 091, 551 
Medical examination and treatment (number of names) ------ 1, 083, 664 772, 676 727, 576 
Dental examination and treatment vouchers (number of 

Other vouchers (administrative) _...............--...--------- 489, 603 478, 347 478, 348 


Agent cashier 


Principal functions.—Prepares and issues receipts for all collections tendered, 


such as insurance premiums, re 
proceeds from sales of salvage 


yments of loans, refunds for overpayments, 
or surplus items, etc. 


Receives and makes 
distribution of employees’ salary checks and savings bonds. 
Comments.—T he principal workload is as follows: 


Actual, Estimated, | Estimated, 
fiscal year fiscal vear fiscal year 
1953 1954 1955 
515, 768 539, 230 539, 230 
Checks and bonds distribution ...................-..--...--.-- 1, 347, 251, 1, 321, 972 1, 321, 972 
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Institutional audit 


Principal functions—The conduct of audits in connection with the recovery of 
funds a received by institutions and individuals, particularly under 
Public Law 16 and Public Law 346, 78th Congress, as amended. 

Comments.—From the inception of the program, September 12, 1949, through 
September 30, 1953, 2,650 audits have been completed to reflect excess charges 
totaling $19,114,530. Of this amount, $8,643,603 has been recovered, with 
satisfactory arrangements having been made to recover an additional $1,403,592 
and $5,022,133 of the remaining balance has been referred to the General Account- 
ing Office as uncollectible by the Veterans’ Administration. Personal services 
and travel expenses for the same period amcunt to approximately $4,525,771, of 
which $355,482 represents travel cost. The estimate for fiscal year 1955 con- 
templates accomplishment of 300 audits. 


Veterans Benefits Office, Washington, D. C. 


Principal functions —This Office is responsible for the (1) examination, certifi- 
cation, and audit of payments of benefits to veterans and their dependents or 
beneficiaries; (2) payment of employees’ salaries and maintenance of time and 
leave, retirement, and compensation records; (3) examination, certification, and 
audit of administrative expenditures; and (4) maintenance of an integrated 
accounting system for operation and the development and analysis reports of 
station operations. 


Employee travel 

Travel funds are required for trips to Treasury disbursing offices, attendance at 
court trials regarding matters other than institutional audits, special meetings 
at central office or other field stations, and for auditors in connection with institu- 
tional audit program. Fund requirements for fiscal year 1955 are considerably 
_ 4 to the anticipated drop in the number of institutional audits to be per- 
ormed, 


Administrative Division 


Estimated, 
fiscal year 
1954 


Estimated, 
fiseal year 
1955 


Actual, fiscal 
year 1953 


Object of expenditure 


01 Personal services: 
Gross average employment... ................-.-..-...... 4, 857 4, 742 4, 685 
Estimated reduction (consolidation of functions) —442 
Transfer to out-patient appropriation. —437 —427 —422 


4, 420 3, 821 


14, 722, 196 14, 438, 284 12, 808, 084 
14, 720, 196 12, 806, 084 


$14, 685, 793 $14, 398, 204 $12, 765, 814 
29, 210 32, 480 34, 270 


14, 436, 284 


The above estimate contains the consolidated personnel requirements for 
administrative divisions located at field stations and involved in the handling 
and processing of work for all components of the Veterans’ Benefits Department. 
The workload and personnel estimates have in all instances been developed and 
based on forecasts prepared by responsible officials of the various programs whose 
activities affect the operations of the Administrative Division. In those activities 
having a measurable work unit, actual achieved production rates have been used. 
A continuing turnover in personnel has emphasized the need for training to con- 
tinue to maintain these rates of production. With every effort being made to 
maintain the current high rates of production this estimate contemplates no 
reduction in these rates and all personnel requirements have been based on the 
assumption that these rates will continue to be attained during the budget year. 

Further information concerning the development of Administrative Division 
personnel requirements is contained in succeeding paragraphs. It will be noted 
that the personnel requirements as shown in the following detail exceed the actual 
average employment requested in the budget year by 864 man-years. This 
difference is explained as follows. First, the actual request has been reduced 
by 442 man-years in expectation of a possible savings which can result only by the 


Total all 
Less Q. 8S. & L 
Net tot: 
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actual consolidation of functions. Second, the budget request for the Administra- 
tive Division reflects a reduction from the personnel justified in the detail by the 
transfer to the outpatient appropriation of 422 man-years, which is a proportionate 
share of the personnel associated with and providing services to the outpatient 
activities located at field stations. For the above reasons, the detailed justifica- 
tion of man-year requirements for field operations are 864 man-years in excess of 
the average employ ment requested for fiscal year 1955. 


Organizational element 


Actual Estimated Estimated 
fiscai year fiscal year fisca] vear 
1953 1954 1955 

Office of the Chief, Administrative Division. ...-.........-.- 199 181 181 
Mai! and Service Section... 1, 869 1,821 1, 781 
Tabuilating Machine 838 847 B48 
Gross average employment. --_...........-...---.------- 4, 857 4, 742 4, 685 


General supervision 


This estimate of 181 man-years required for fiscal year 1955 provides for genera! 
supervision of all Administrative Division activities located at 70 separate installa - 
tions throughout the country. The requirements for this activity are not directly 
related to workload but must exist in some degree wherever an adninistrative 
division also exists. This estimtae provides for approximately 2.5 employees per 
station to handle this function. Ordinarily this consists of a chief and a Secretary 
with the larger stations being authorized an additional supervisory employee. 
Through a realignment of duties and responsibilities it was possible to effect a 
savings during fiscal year 1954 without loss of supervisory control. With no 
major changes in workload expected during fiscal year 1955 further economies in 
this area do not appear feasible. 


Mail and Services Section 


The estimate of 1,781 man-years in fiscal year 1955 is to assure the effective 
performance of the activities of this section which encompass the handling of all 
incoming and outgoing mail, full messenger service, identification action on all 
veterans mail, employee and beneficiary travel, storage and distribution of pub- 
lications, forms, etc., and telephone, teletype atid reception service. The fol- 
lowing chart shows by fiscal year the expected workload for the principle measur- 
able work units of this section. 


Fiscal year | Fiscal year | Fiscal year 


Item 1953 work- 1954 work- 1955 work- 
load load load 
67, 882, 212 65, 379, 285 65, 649, 319 
Items indexed______._. ree 19, 429, 102 18, 451, 202 18, 479, 816 
Travel authorization.__ P 1, 042, 455 1, 042, 455 1, 042, 455 
Teletype messages 693, 701 653, 550 655, 080 


Applications of the various program forecasts as will be noted above resulted 
in an estimate of little change in the workload for these major items. Based on 
this and with consideration being given to other areas where a similar constant 
workload is expected the requirements for the unmeasured activities involving 
publications, telephone, and reception personnel, which are only affected by 
major changes in workload, have been unchanged. 


Records Section 


The estimate of 1,875 man-years in fiscal year 1955 is to assure the effective 
performance of the functions of the Records Section which involve the maintenance 
and servicing of all veterans’ claims and rehabilitation and education folders, 
transfer of all veterans’ records, preliminary processing of applications, assign- 
ment of claim numbers and preparation of all new claims and rehabilitation and 
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education folders. Shown below is the workload by fiscal year for the major 
items of work expected to be handled by this section. 


Fiscal year | Fiscal year | Fiscal year 
Item 1953 work- 1954 work- 1955 work- 
load load load 

con nos 15, 569, 459 15, 199, 587 15, 066, 794 
Rehabilitation and education folders pulled_._..............-- 9, 788. 327 7, 531, 135 7, 977, Len 
610, 413 578, 585 580, 2 
th 2, 435, 595 2, 312, 997 2, 316, tan 
cans 886, 852 842, 209 


The effect of the Korean conflict can be noted in the workloads above. This 
is particularly true of the number of new applications and folders which are 
expected to be processed. In the case of the claims and rehabilitation and educa- 
tion folder actions, however: this influx of new applications serves only to mini- 
mize the decrease in these activities resulting from a finalization or reversion to 
an inactive status of a large number of World War II veterans’ claims. This is 
especially true in the vocational rehabilitation and education activity where a 
marked decrease is shown for fiscal year 1953 to 1954 as a result of termination 
dates on applications for educational benefits. This decrease is expected to be 
partially offset as a result of legislation benefiting Korean veterans to the extent 
that an increase is anticipated in the fiscal year 1955 over 1954. The volume of 
folders transferred is expected to remain nearly constant with the small decrease 
from fiscal year 1954 offset to some extent by an increase in actions in fiscal year 
1955 over 1954. 


Tabulating machine section 


The tabulating machine section estimate of 848 man-years in fiscal year 1955 
is for personnel to perform on a mechanical basis a large portion of the accounting, 
statistical, and records processing requirements of field stations. With all of the 
present tabulating programs expected to be continued at their present level 
through fiscal year 1955 and with the addition of a central entitlement file to be 
established for loan guaranty which will require card punching at the local level 
plus the preparation of area medical reports at those stations where area medical 
directors are located is expected to result in a stabilization of the tabulating 
workload during the current and budget year. 


Travel employee 
The travel estimate as submitted for the Administrative Division includes 
funds to permit the travel of the Chief Administrative Division to VA offices 
for the purpose of supervising administrative division operations and furnishing 
technical assistance in discharging the requirements of the records-management 
program. 
Personnel division 


Actual, Estimated, | Estimated, 
Object of expenditure fiscal year fiscal year fiscal year 
1953 1954 1955 
01 Personal services: 
Gross average employment. __--...........----------- 257 247 290 
Transfer to outpatient —64 —62 —72 
Net average employment. 193 185 190 
2, 027 7, 679 3, 260 
18--- Dames-end 230 1, 500 1, 500 
931, 959 904, 341 922, 989 
1, 400 1, 1, 200 
930, 559 903, 141 921, 789 


Further information concerning the development of personnel division person- 
nel reqrirements is contained in succeeding paragraphs. It will be noted that the 
personnel reqrvirements as shown in the following detail exceed the actual average 
employment requested in the budget year by 100 man-years. This difference is 
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explained as follows. First, the actual request has been reduced by 28 man-years 
in expectation of a possible savings which can result only by the actual consolida- 
tion of functions. Second, the budget request for the personnel division reflects 
a reduction from the personnel justified in the detail by the transfer to the ‘Out- 
patient”? appropriation of 72 man-years which is a proportionate share of the 
a associated with and providing services to the outpatient activities 

cated at field stations. For the above reasons, the detailed justification of 
man-year requirements for field operations are 100 man-years in excess of the 
average employment requested for fiscal year 1955. 

The estimated average employment of 290 for fiscal year 1955 is necessary to 
ar. the following functions for all organizational units of a field station: (1) 

urnishes staff advice, assistance, and leadership to management in integrating 
accepted personnel policies into the overall management responsibility to the end 
that there may exist a sound program for management-employee relationships, 
mutually understood objectives and a high state of morale; (2) plans and conducts 
an employment program to attract and select the best qualified eligibles; (3) 
operates boards of United States civil service examiners; (4) conducts inservice 
placement program in collaboration with operating officials to insure sound 
selection for promotion and reassignment; (5) reviews for adherence to laws and 
standards all requests for personnel action affecting accessions, separations, 
and inservice changes; (6) administers reduction-in-force activities; (7) conducts 
annual review of and classifies positions under delegated authority; (8) advises 
and assists operating officials in applying VA personnel grievances and disciplinary 
matters, in maintaining good relationships with employee unions and similar 
groups, and in promoting effective communication between management and 
employees; (9) conducts individual counseling as necessary and acts in an advisory 
capacity on employee service activities; (10) conducts health, first aid, and injury 
compensation programs; (11) advises and assists operating officials in determining 
training needs, in conducting training programs and in developing and evaluating 
such training; (12) provides technical guidance and assistance to operating officials 
with respect to the performance rating program; and (13) maintains personne! 
records and prepares required reports. 

The increase in average employment of 43 for fiscal year 1955 as compared with 
fiscal year 1954 represent positions which have in past fiscal years been charged 
to the Department of Medicine and Surgery, but are more properly chargeable to 
the personnel activities of the Department of Veterans Benefits. 


Travel, employee 


The travel funds requested are for the purpose of conducting necessary travel to 
Civil Service Commission regional offices and for necessary travel in connection 
with recruiting and personnel relation activities within the field station area. 


Supply and Engineering Division 


Actual, fiscal Estimated, Estimated, 


Object of expenditure fiscal year fiscal year 
year 1953 1984 1985 

01 Personal services: 
Gross average 1,155 1,117 1,100 
Estimated reduction (consolidation of functions)... —105 
Transfer to outpatient appropriation.............----- —635 —614 —605 
Net average employment... 520 503 390 
$1, 773, 725 $1, 726, 347 $1, 354, 965 
1, 784, 950 1, 743, 997 1, 368, 465 


GENERAL STATEMENT 


The funds requested in this program are to provide for the personal services and 
travel expenses of those employees engaged in supply and engineering activities 
in field offices. The activities referred to herein include purchasing from local 
sources, Federal supply depots and requisitioning from VA supply depots the 
supplies and equipment for use in the above offices, and for use by trainees under 
Public Laws 16 and 346; maintaining property accounting systems and record 
activities; receiving, inspecting, storing, exchanging and issuing all supplies and 
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equipment; preparing receiving reports for payment vouchers and other supporting 
documents in connection with purchases; issuing burial flags, repairing furniture, 
office equipment, and technical medical equipment; obtaining contracts for all 
required services, including prosthetic and orthopedic appliances, ambulance 
service, armored car service, etc. The supply officer also directs the engineerin 
program and those personnel engaged in the maintenance and operation of field 
offices. 

Further information concerning the development of Supply and Engineerin 
personnel requirements is contained in succeeding paragraphs. It will be note 
that the personnel requirements as shown in the following detail exceed the actual 
average employment requested in the budget year by 710 man-years. This 
difference is explained as follows. First, the actual request has been reduced by 
105 man-years in expectation of a possible savings which can result only by the 
actual consolidation of functions. Second, the budget request for the Supply 
and Engineering Division reflects a reduction from the personnel justified in the 
detail by the transfer to the “Outpatient” appropriation of 605 man-years which is 
a proportionate share of the personnel associated with and providing services to 
the outpatient activities located at field stations. For the above reasons, the 
detailed justification of man-year requirements for field operations are 710 man- 
years in excess of the average employment requested for fiscal year 1955. 

The following table presents the actual and estimated man-year requirements 
by organizational segment for the fiscal years 1953, 1954, and 1955: 


Actual, Estimated, | Estimated, 
Organizational segment fiscal year fiscal year fiscal year 
1953 1954 1955 


Su pply operations: 
Office of the supply officer 
Property accounting 
Procurement 
Warehousing 


Su 


bt 
Engineerin 


Gross average employment 


Supply operations (field) 

The average personnel requirements for fiscal year 1955 at field offices are esti- 
mated at 792 man-years and were compiled from individual studies of the station 
work-measurement program. ‘To determine the number of people necessary, a 
review was made of the actual employment for fiscal years 1952 and 1953 in rela- 
tion to actual workload. An average performance rate per man-hour was de- 
veloped from work-measurement reports. This was applied to the projected 
workload for fiscal year 1955. 

In connection with the projection of estimated workloads, consideration was 
iven to the following: reduced procurement for veterans in training under Public 
aws 16 and 346; continued flow of new drugs into supply system; continuing 

activity for the procurement of prosthetic and orthopedic appliances and pharma- 
ceuticals due to legislation extending outpatient treatment to Spanish-American 
and Korean war veterans. 
Office of tte Supply Officer 

A total of 137 man-years are required for this activity in fiscal year 1955. The 
man-hours expended in this office are considered as supervisory and administrative 
time. In addition to the overall supervision of supply operations, this Office ad- 
ministers the space-control program; effects alterations and improvements of 
real property, coordination and liaison with PRS with regard to maintenance, 
repair, and operation of utilities and building services, and supervises tne VA 
safety and fire protection program. 

Property accounting 

It is estimated that 191 man-years will he required in fiscal year 1955 to accom- 
plish the anticipated workload of this activity. The duties performed in property 
accounting are the matintenance of stock records; preparation and completion of 
inventory sheets for CMR property and stock inventories; review of stock record 
cards and excess lists; maintenance of an average pricing system on SR cards and 
the preparation of requisitions. 


147 142 137 

203 196 191 

1, 155 1,117 1, 100 
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Additional man-years are not required for this activity as it is anticipated that 
the workload in property accounting will become stabilized. 
Procurement 


A total of 168 man-years is requested in fiscal year 1955 to perform the duties of 
this activity which consist of the preparation of purchase ole: obtaining signa- 
tures and encombrances; distribution of copies of purchase orders; rollowup and 
deliveries; issuance of tax-exemption certificates and letters of amendment or 
correction, and the solicitation, acceptance, and maintenance of contracts. 

The man-hour requirements for fiscal year 1955 reflect a small decrease over 
fiscal vear 1953. One factor taken into consideration is the diminishing require- 
ment for the procurement of trainee tools, and in conjunction with estimates of 
vocational rehabilitation and education and medical activities, tend to reflect a 
slight downward trend. No change is anticipated in the requirements for ad- 
ministrative supplies and equipment. 


Warchousing 


It is estimated that 181 man-years are necessary in fiscal year 1955 to perform 
the duties of the warehousing activity. This section receives material from vendors 
and picks up and delivers property to other field stations, express offices, etc.; 
conducts intraoffice movement of furniture and equipment and receives, stores, 
and issues bulk issue items. 

arehouse activities are expected to continue heavy due to the continuous 
turn-in of surplus property, supplies, and equpment. This action not onlv in- 
volves transportation to the warehouse, but receipt, classification of condition, 
nomenclature, and future disposition. 


Unmeasured time 


The unmeasured man-hours amounting to 115 man-vears include the time of 
office appliance repairmen, time utilized in preparation of reports; repairs and 
moves of furniture, and off-the-job training. It is pointed out that the man-hours 
utilized by the office appliance repairmen (approximately 90 percent of man-vear 
requirements) approximate a savings over commercial rates in relation to labor 
costs of (1) 135 percent savings per machines on major overhauls, and (2) 212 
percent savings on major and minor repairs per machine. 

Engineering activities (field) 


The personnel requirements of 308 man-years for this program are to cover all 
utilitv operations in field offices. These requirements are based on an anaivsis of 
individual station needs and cover only those services not covered by GSA or 
under lease agreements. These requirements range from only the provision of 


vehicle drivers at some installations to a complete maintenance, operation, and 
protection force at-others. 


Supply and engineering—Travel, employee 


This estimate is to provide tor the travel expenses of those employees engaged in 
supply and engineering activities in field offices. The travel time of supplv per- 
sonnel is utilized for travel from parent offices to VA offices not having supply 
personnel in connection with issuance and delivery of equipment and supplies, 
disposition of excess property, determination of space requirements, repairs to 
equipment, and annual phvsical inventories of nonexpendable property. Funds 
are also required for a selected group of supply officers to attend a supplv seminar 
which is considered beneficial to supervisory personnel and improved operation. 
The funds to be utilized by engineering personnel are to cover the cost of per diem 
for vehicle drivers in those instances where the use of Government-owned vehicles 
is more economical than common carrier. 


Readjustment allowance 


Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal vear 
1953 1954 1955 
Obligations by Object 
Obligations 


Miscellaneous operating expense, $4,722,260 
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The foregoing table sets forth a comparison of obligations for fiscal years 1953, 
1954, and 1955. 

The following detailed narrative justifies requirements in total for the Depart- 
ment of Veterans’ Benefits and the outpatient program for fiscal year 1955 and 
is $1,190,955 in excess of the estimated fiscal year 1955 requirements for the 
Department of Veterans’ Benefits. The $1,190,955 has been transferred to the 
outpatient appropriation as the amount directly attributable to outpatient 
activities located at field stations. 


0320 Other transportation costs 


The funds requested for this subobject are to provide for the cost of freight, 
switching, recrating, handling, drayage, parcel post, and incidental charges to 
local transportation. These costs include shipment of field station records to 
the VA Records Service Center and charges incidental to f. o. b. manufacturer 
purchases, shipment of informational material and exhibits, shipments from 
GSA and administrative items from the depots and transfers of excess property. 


Obligations: 


0330 Shipment of household goods 


To provide funds for the cost of shipment of household goods of transferred 
employees. 


Obligations: 


The estimated obligations for fiscal year 1955 are based on an anticipated 
number of normal transfers of employees between VA field stations. Included 
in this group is an estimated movement of 23 employees between Manila and state- 
side installations at a cost of $44,700. 


0400 Communication services 


To provide funds for telephone, telegraph, teletype, and other communication 
services including postage other than parcel post. This request also includes 
rental of intercommunicating equipment, post-office boxes, and mailing machines. 


Obligations: 


In addition to the above-described costs, funds are requested for modernization 
of equipment, conversion of VA-operated manual telephone systems to more 
efficient dial systems, increased rental charges for all types of equipment and 
increased costs of TWX as authorized by FCC. 


0510 Rentals, real property 

This estimate is to provide for leases negotiated by the VA for rental costs 
made directly to leasors by the VA. These costs provide for rentals of special use 
space such as small VA offices, guidance centers, and training offices. 


Obligations: 


0520 Rental, equipment 

Estimates for rental of equipment are based on requirements for continuing 
and projected progrars which must be accomplished by the use of tabulating, 
microfilm, and other miscellaneous equipment including bank-proofing machines, 
tickometers, and addressograph machines. 


Obligations: 
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0590 Utility services 

This estimate provides for the cost of electric, gas, water, heat, and other 
utility services, including reimbursement to other Government agencies, when 
billed or iter ized separately from ‘Rentals, real property.’’ ‘The estim ates are 
based on (1) actual usage and (2) proportionate share of water and electrical 
costs for centers. 


Obligations: 


0710 Storage, maintenance, and repair of motor vehicles 


This estimate provides for the cost of storage, complete preventative mainte- 
nance and all ee to motor vehicles and accessorial equipment when performed 


on & contractual basis. 
Obligations: 


0720 Repairs to furniture and equipment 


This estimate provides for the cost of repairs to and preventative maintenance 
of office furniture and equipment. 


Obligations: 


0730 Operation and maintenance of buildings 

This estimate provides for maintenance and repair of VA-operated buildings, 
minor alterations and improvements (costing less than $1,000), contractual and/or 
reimbursable costs for elevator operators (when required after regular hours), 
guards, janitorial and other custodial services not provided by GSA and/or under 
terms of lease agreements. 


Obligations: 


0740 Laundry and towel service 


This estimate provides for the cost of contract laundry and towel service in 
field offices and outpatient clinics. 


Obligations: 


0750 Miscellaneous administrative and operating services 

The funds requested are to provide for legal costs and fees by the chief at- 
torneys, contractual stenographic work, translation service, armored car service, 
and various miscellaneous services such as window washing, elevator, inspections, 
sewage disposal, etc. 


Obligations: 


0820 Office supplies 

This estimate provides for the purchase of general use office supplies and special 
items such as carbon paper for accounting machines, standard forms, and eom- 
parable items. The procurement of expendable supplies based on past year 
experience and anticipated trends is estimated to remain constant. 


Obligations: 
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0825 Books for legal libraries 


The estimate for lawbooks in fiscal year 1955 is based upon actual needs of 
the Office of the Chief Attorney for continuances and supplements to existing 
libraries and to provide additional law books necessary to handle all phases of 
legal operations. 


Obligations: 


0850 Fuel supplies 


This estimate provides for the purchase of coal and other solid fuels, gasoline, 
diesel oil, and kerosene. Included also is the cost of fuel for furnishing heat, light 
and power when such costs are not included in rental contracts. 


Obligations: 


Fiseal year 1955 


0870 Other operating supplies 


Based on past experience the amount estimated will be required for the purchase 
of gasoline, lubricants, tires and tubes, spark plugs, wiring, batteries, repair 
parts, hand tools and other supplies incidental to the maintenance and operation 
of motor vehicles; also such items as corrugated packing boxes for prosthetic 
appliances and trainee tools, items for the Engineering Section such as paints, 
brushes, varnishes for furniture, miscellaneous items in connection with repairs 
of equipment and packing and crating supplies, cleaning and toilet supplies, 
technical reference books, dictionaries, not included in libraries, etc., and other 
items of supplies not properly chargeable to other 08 subobjects such as wax 

aper, towels, soap, paper bags, wrapping paper, twice, etc. Estimate also 
ineludes funds for the purchase of newspaper and periodicals. 


Obligations: 


0880 Materials for fabrication 


Under this subobject are included the cost of repair and replacement of parts 
to be used by VA employees in repairing or refinishing such items as typewriters, 
desks, and other miscellaneous items. his subobject also covers the procurement 
of such items as knobs and handles for filing cabinets or bookcases, wheels and 
tires for library trucks, casters for chairs; stand skip bars, automotive repair 
parts and other items for equipment; lumber for shelving, storage of forms and 
office supplies, crating equipment for shipment and plumbing supplies. 


Obligations: 


0891 Flags for interment and buildings 
The estimate provides for the purchase of flags for interment and for buildings. 
Obligations: 


0910 Passenger-carrying vehicles 


This estimate provides for the purchase of 21 sedans and 1 ambulance for 
regional offices in fiscal year 1955. 


Obligations: 
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0920 Furniture and equipment 

The field requirements are estimated for replacement of typewriters and office 
machines beyond economic repair and replacement of unserviceable file equip- 
ment and furniture. 


Obligations: 


iscal year 


0951 Non-passenger-carrying vehicles 

The fiscal year 1955 estimate provides for the purchase of 11 carryalls and 7 
trucks to replace a like number of vehicles. The carryalis are for replacement of 
station wagons where maintenance costs are excessive. The 7 trucks will replace 
unserviceable vehicles. 


Obligations: 
Fiscal year 1954__ $22, 462 
Fiscal year 1955__- 100 


0959 Other utility and operating equipment 

The estimate provides for the purchase of scientific equipment including 
machinery and implements, garage and shop tools, and materials handling equip- 
ment used in the maintenance and custodial care of VA buildings. 


Obligations: 


1300 Refunds, awards and indemnities 

This estimate provides for the costs of employee suggestion awards and funds 
for the settlement of certain tort claims as authorized under section 403 of the 
Federal Tort Claims Act (28 U.S. C. 921). 


Obligations: 


Miscellaneous Operating Erpense, Veterans’ Benefits Office, District of Columba 


| Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1953 1954 1955 


Object of expenditure 


03 Transportation of $53, 733 $53, 733 $53, 733 
Ger viens... 90, 053 90, 053 90, 053 
05 Rents and | 95, 368 | 95, 368 95, 368 

7 Other contractual services. -.-......----------------------| 43, 886 | 43, 886 43, 886, 
13 Refunds, awards, and indemnities__--_.................-. 2, 835 | 2, 835 2, 835 


551, 653 | 551, 653 551, 653 


Funds for the cost of miscellaneous operating expense of the Veterans’ Renefits 
Office have heen estimated on the basis of a tentative distribution of the entire 
sum for this category of expense. The above requested funds are considered a 
part ot regional office operations but are estimated and distributed separately for 
this presentation and will be adjusted at the time adequate actual experience has 
been recorded under the new organization of the VA and wiil be ineluded in the 
overall field operations. 
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CoMPENSATION AND PENSIONS 


Amounts available for obligation 


| 1953 actual | 1954 estimate | 1955 estimate 
to “‘Servicemen’s Veterans’ Admin- 
tration’, pursuant to 67 Stat. 
Adjusted eporerstatton or estimate 2, 441, 274, 000 |2, 246, 291,000 | 2, 535, 000, 000 
Total available for obligation. .......................-.- 2, 443, 676, 652 |2, 270, 722, 479 | 2, 535, 000, 000 
IIE ns vcksccnteatneccckaccannanenences 2, 419, 245, 173 |2, 270, 722, 479 | 2, 535, 000, 000 
Comparative transfer from ‘‘Veterans miscellaneous benefits, 
Total obligations_....._.. Ee eS 2, 435, 528, 506 |2, 287, 871,479 | 2, 535, 000, 000 
Obligations by activities 
Description 1953 actual | 1954 estimate | 1955 estimate 
1, Compensation: 
(a) Spanish-American War veterans... .........___- $1, 017, 708 $957, 249 $906, 867 
(5) Spanish-American War dependents- --__....-._...- 977, 385 978, 982 982, 961 
(c) World War I veterans. 222, 109, 524 
(d) World War I dependents ____- 47, 558, 880 
(e) World War II veterans ___._- 975, 116, 785 
(f) World War II dependents_._.__.__- 304, 524, 
(9) Pearetine-service veterans. 45, 099, 477 
(h) Peavetinne-servire dependents 16, 342, 222 
(i) Public Law 28 veterans__ 122, 214, 600 
(7) Public Law 28 dependents 32, 782, 980 
2. Pensions: 
a) Yellow fever experiments _.......................-- , 500 
Mexican War dependents. 2, 952 
(c) Indian war veterans ___........--- 298, 368 
(d) Indian war dependents. 699, 132 
(e) Civil War veterans _.............-- 1, 548 
(f) Civil War dependents .............- 3, 528, 384 
(9) Spanish-American War veterans. q 77, 487, 813 
(h) Snanish-American War dependents - _ -_- ‘ 52, 001, 131 52, 238, 666 52, 758, 919 
(i) World War L veterans 300, 794, 339, 834, 522 347, 953, 356 
i) World War I dependents 1 158. 812, 254 168, 104, 100 173, 610, 324 
k) World War ITI veterans __............. 34, 935, 882 8, 263, 104 42, 190, 188 
() World War II dependents._..._....--- 13, 356, 229 15, 904, 296 18, 616, 608 
(m) Peacetine-service veterans... 74, 590 69, 317 65, 412 
(1) Pearetine-service dependents 44, 370 41, 229 37, 303 
(0) Public Law 28 veterans_-.........-.... ze ‘ 302, 925 662, 448 1, 236, 036 
é (p) Public Law 28 dependents. --................-..--- 3, 74, 460 144, 000 
3. Other 
(a) at pa officers’ disability retirement (World 
3, 283, 777 4, 3, 829, 261 
() and dependents | ay 14, 522 6, 
(c) Subsistence allowance for disabled veteran trainees_! 42, 922, 244 31, 348, 700 26, 820, 000 
(d) Initial burial allowances....................-..--..- , 283, 17, 149, 000 18, 074, 000 
TEE, ciiticavicnnniicsnachiauintinicainn 2, 435, 528, 506 |2, 287, 871,479 | 2, 535, 000, 000 
Obligations by objects 
12 Pensions, annuities, and insurance claims: 
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Analysis of expenditures 


| | 
1953 actual 1954 estimate 1955 estimate 

Unliquidated obligations, start of year eet dn $2, 930, 486 $2, 036, 084 $3, 000, 000 
Obligations incurred during the year___...._.___.-..._.......- 2, 419, 245, 173 |2, 270, 722, 479 | 2, 535, 000, 000 
% = 175, 659 (2, 272, 758, 563 2, 538, 000, 000 
Deduct unliquidated obligations, end of year__....._._..____- 036,084 | — 3, 000, 000 3, 000, 000 
--|2, 420, 139, 575° |2, 269, 758, 563 2, 535, 000, 000 

Expenditures are distributed as follows: 

Out of current authorizations. 420,139,575 2010 2, 532, 000, 000 
Out of prior 26,467,563 3, 000, 000 


Mr. Puttuirs. We come now to compensation and _ pensions. 
Pages 305 to 309 will be inserted in the record at this point. 
(The matter referred to is as follows:) 


COMPENSATION AND PENSIONS, VETERANS’ ADMINISTRATION, $2,535,000,000 


YEAR 1955 


JUSTIFICATION OF ESTIMATES, FISCAL 


The funds requested under this title are to cover payment of all compensation. 
pensions, and allowances authorized by the Congress, including emergency officers 
retirement pay, as well as the payment for subsistence allowance to veterans 
receiving vocational rehabilitation under Public Law 16, 78th Congress, and 
Public Law 894, 8lst Congress, as amended, and payments due under World 
War I Adjusted Compensation Act in cases where benefits are not covered by the 
issuance of adjusted service certificates. 

Fund requirements for initial statutory burial allowances requested under the 
napseprintion “Readjustment allowances”’ in prior years are also included here- 
wit 

These estimates have been prepared on the basis of caseload and average 
monthly payment experience for the fiscal year 1953 with consideration given to 
the various conditions which will likely affect the number of cases or amounts of 
payments to the separate classes of beneficiaries during the next fiscal years. 

Yellow fever experiment participant and wars prior to the Spanish-American 
War.—The number of cases in these categories declined steadily in recent years 
and these trends have been continued through the fiscal year 1955 for the purpose 
of this estimate. The total costs decrease essentially in the same proportion as 
the caseload. 

Spanish-American War.—The number of Spanish-American Wear veterans 
receiving compensation or pension shows a steady decrease in trend which is 
continued through the fiscal year 1955. The average monthly payment to vet- 
erans during the fiscal vears 1954 and 1955 has been increased on account of the 
greater need for aid and attendance as the average age of these veterans increases. 
The number of deceased veterans of this war whose cependents are receiving com- 
pensation or pension has been increasing, and a moderately increasing trend has 
been continued through the fiscal year 1955. The normal trend in average month- 
ly payment shows a slight decrease and a minimal reduction in average payment is 
continued for fiscal year 1955. 

Regular Establishment-—The number of veterans of the Regular Establishment 
receiving compensation has been increasing and this trend has been continued 
through the fiscal year 1955. The number of deceased veterans of the Regular 
Establishment whose dependents are receiving compensation has been decreasing 
pee nae TN it is estimated that the trend will slightly decrease through fiscal 
year 

The average monthly payments for both living and deceased veterans’ cases 
for the fiscal year 1955 reflect the experience trends. 


World War I 

Living veterans’ cases—(a) Service connected—The number of World War I 
veterans in receipt of compensation has declined steadily in recent years and it is 
anticipated that this trend will continue through the fiscal year 1955. Experience 
trends reflect that the aver monthly payment has increased slightly. This 
experience has been continued through fiscal year 1955. 
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(b) Nonservice connected. The number of World War I veterans receiving 
pensions for permanent and total disabilities not of service origin, has been steadily 
increasing. Considering the increasing average and general composition of 
this group, this trend has been continued shoough ee fiscal year 1955. 

The average monthly payment trend reflects no change and has been continued 
through fiscal year 1955. 

Nore.—See tables indicating latest revised requirements in totals only. 

Deceased Veterans’ Cases—(a) Service connected——The number of cases in this 
category has declined steadily in recent years and this downward trend has been 
continued through the fiscal year 1955. 

The average monthly payment trend is continued through the fiscal year 1955. 

(b) Nonservice connected——The number of cases in this category has been 
steadily increasing and this trend has been continued through the fiscal year 1955. 

The average monthly payment has been decreasing and as retroactive payments 
become proportionately less it is estimated that the average monthly payment 
will continue to decrease through the fiscal year 1955. 


World War II 


Living veterans’ cases—(a) Scrvice connected.—The number of World War II 
veterans receiving compensation has reached a practically constant level. How- 
ever, a very slight increase is anticipated at least through the fiscal vear 1955. 

The average monthly payment trend has increased moderately in prior years 
and this trend is continued through the fiscal year 1955. 

Nore.—See tables indicating latest revised requirements in totals only. 

(b) Nonservice connected—The number of veterans receiving pensions for 
permanent and total disabilities not of service origin has increased steadily in 
prior years and considering the general composition of this group of veterans, 
this trend is continued through the fiscal vear 195.. 

The average monthly payment has been decreasing which indicates that the 
retroactive payments involved in new awards is gradually becoming less. A 
comparable decrease in average payment is continued through the fiscal vear 1955. 

Deceased veterans’ cases—(a) Service connected.—The number of deceased 
veterans of World War II whose dependents are receiving compensation has been 
increasing steadily and this normal trend has been continued through the fiscal 
vear 1955. 

The average monthly payment has been continued through the fiscal vear 1955. 

(b) Nonservice connceted.—The number of deceased veterans of World War II 
whose dependents are receiving pensions has increased steadily in prior years and 
this trend has been continued through the fiscal year 1955. 

The average monthly payment has been decreasing in prior years and as retro- 
active payments become proportionately less, it is estimated that the average 
monthly payment will continue to decrease through the fiscal year 1955. 

Public Law 28, 82d Congress (service on or after June 27, 1950) 

Living veterans’ cases—(a) Service connected.—The number of veterans with en- 
titlement for compensation under Public Law 28 has steadily increased. Based 
upon the present rate at which veterans entitled under this act are filing and the 
anticipated number of yearly discharges, an increasing trend is continued through 
the fiseal year 1955. 

The average monthly payment is decreasing because of the growing size of the 
roll and the increasing proportion of veterans who, because of normal rather than 
medical discharges, will be on the roll in the lower percentage disability groups. 
This decreasing average monthly payment is continued through the fiscal year 
1955. 

(b) Nonservice connected.—The number of veterans with entitlement for pension 
for permanent and total disability under Public Law 28, 82d Congress, is increas- 
ing. This trend is continued through the fiscal year 1955. 

The average monthly payment for this relatively small group has been slightly 
decreased through the fiscal vear 1955. 

Deceased veterans’ cases—(a) Service connected.—The number of dependents of 
deceased veterans entitled to compensation under Public Law 28, 82d Congress, 
is increasing. ‘This trend is continued through the fiscal year 1955. 

The average monthly payment is decreasing, and this trend is continued through 
the fiscal vear 1955. 

(b) Nonservice connected.—The number of dependents of deceased veterans en- 
titled to pensions under Public Law 28, 82d Congress, is increasing and the trend 
for this rather small group is continued through the fiscal year 1955. 
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The average monthly payment is decreasing because of a smaller proportion of 
retroactive pay, and this trend is continued througithe fiscal year 1955. 

Retirement pay—emergency officers.—Effective July 1, 1953, this normally de- 
creasing group Was increased by the transfer of certain cases from the Defense 
Department to comply with the decision of the Assistant Comptroller General of 
the United States. A return to a normal decreasing trend is continued for the 
fiscal years 1954 and 1955. 

The average monthly payment has been decreasing slightly under normal cir- 
cumstances. However, the effect of the Assistant Comptroller General’s decision 
in returning certain cases to the Veterans’ Administration will cause an increase 
in ave monthly payment for the fiscal year 1954 followed by a return to a 
slightly decreased average monthly payment for the fiscal year 1955. 

Subsistence—Public Laws 16 and 894, trainees —The average annual payment 
during fiscal year 1953 was $1,366.21 and this amount was slightly decreased 
through fiscal year 1955. 

The following table shows the monthly average training loads by fiscal years: 


Public Law 16 and Public Law 894: 


Adjusted service and dependent pay.— Awards for adjusted compensation benefits 
for veterans, and dependents of veterans, of World War I are continuing. An 
abnormal increase in awards and expenditures occurred in the fiscal year 1953. 
However, @ return to a more normal decreasing number of awards and lower 
expenditure is anticipated through the fiscal year 1955. 

Initial statutory burial allowances.— During the fiscal year 1953 and prior years 
an increasing trend was reflected for both initial statutory burial awards and 
obligations. These trends are continued through the fiscal year 1955. 


EFFECTS OF REDUCTIONS IN 1954 APPROPRIATIONS ON BENEFIT PAYMENTS 


Mr. Pariures. With respect to certain policies in the compensation 
and benefits program, I wish to take up a matter which is quite 
important, and, to me, quite serious. 

Last year this committee, as you will recall, came up with a rather 
interesting report. That is, it was presented to us, and we in turn 
presented it to you. It was from the General Accounting Office, on 
this matter of paying benefits, compensation, and pensions to veterans, 
as a result of which we took $300 million off of your original estimate 
for last year, which has been 2.5 billion, as I recall. It was reduced to 
2.2 billion. Of course, we have been under very severe attack from, 
as I will politely call it, a veterans paper, which has repeatedly charged 
the committee and the chairman particularly with having taken 
money away from compensation and pensions. 

Of course, we could not have done that had we tried. The amounts 
are determined by law. We had only two things before us, one a 
recalculation of the amount of money needed for compensation and, 
second, a question of whether, from an administrative standpoint, there 
were, shall I say, analyses to be made as to the application of the 
existing law. We felt that, first, there should be a determination of 
whether the Congress meant that in the case of disability for which a 
man received complete disability payment, it was to be understood 
that he could not at the same time do a full day’s work and earn a 
large salary. We had never expressed ourselves on that point but 
felt that the Congress must some day determine that point. 

Second, whether disability exists perpetually, without a reexamina- 
tion, or without more frequent reexamination of the situation, than 
was given by the VA in the past. We provided a number of cases, 
through the accounting office, of people who were very obviously re- 
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ceiving partial compensation, many of them non-service-connected 
veterans, for conditions which had long since been cured. 

My first question is: Has the Veterans’ Administration made any 
examination or any analysis of that situation? Iam afraid you have 
not had much time to work on it, Mr. Higley. 

Mr. Hie.tey. No; we haven’t. I won't say we have it under study. 
We are Progressing, but it has got to be a far better plan than we have 
been able to get going. 

Mr. Puatuurps. Well, would you like to reply to that, Mr. Howard? 
T have a still further analysis of veterans made 4 the General Account- 
ing Office in the ensuing year, that is, a part of the ensuing year. 

r. Howarp. I will try to reply as the question comes up, Mr. 
Chairman. 

In connection with one of your questions, where it was indicated 
that the committee was under attack for reducing the compensation 
and pension appropriation $300 million, that did come to our attention, 
that maybe some VA employees were expressing an opinion on that. 
As a result of that, we got out a letter to all field offices telling 
them that that was not the purpose of it. And I will be glad to put 
a copy of that in the record, if you so desire. 

Mr. Puiuures. I wish you would, Mr. Howard, because while I do 
not think that an attack from that kind of a source, which apparently 
is just a paper trying to increase its circulation, is going to deter this 
committee from trying to work out a problem, nevertheless it has 
been an annoyance. 

Mr. Howarp. Certainly. 

Mr. Purturrs. As we said to you when we took it off, “We don’t 
know whether this is the right amount or not.” 

Now, as I understand it, probably we will have to give you about 
$200 million additional. 

Mr. Howarp. About $215 million, I believe. 

Mr. Puttures. So that the actual reduction would be in the neigh- 
borhood of $85 million. 

How much are you asking for next year? 

Mr. Howarp. $2,535,000,000, I believe. 

Mr. Puruurps. Let me read you this, if I may. 

Mr. Kruscer. Mr. Howard, have you an extra copy of that letter 
you have just referred to? 

Mr. Howarp. This is for the record, Congressman. I will be 
glad to send you a copy. 

(The material referred to follows: ) 


DEPARTMENT OF VETERANS BENEFITS, 
VereRANS’ ADMINISTRATION, 
Washington, D. C., November 16, 1958. 

To: Managers, all VA regional offices, all VA district offices, and Acting Manager, 
Veterans Benefits Office, D. C. 

Subject: Allegations that veterans are being informed by VA employees of 
reductions in disability compensation due to reduced appropriations made for 
the VA. 

(1) It has recently come to the attention of the VA that many veterans are 
alleging that their disability compensation has been reduced and that they have 
been informed by employees of the VA that such reductions were due to reduced 
appropriations for the VA. 

(2) The funds requested for the fiscal year 1954 for the appropriation ‘‘Com- 
pensation and pension” were reduced in the amount of $300 million; however, 
this reduction was not directed toward reduced compensation or pension payments 
for either veterans or dependents of veterans. 
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(3) The following statement on this subject is included in the report of the 
Senate Committee on Appropriations dated July 8, 1953: 

“In agreeing to the reduction of $300 million below the estimate of $2,546,291,000 
for ‘Compensation and pensions,’ the committee concurs with the statement of 
the House that such funds are to meet a contractual obligation of the Federal 
Government and if additional funds are required during the fiscal year, they will be 
recommended. Such reduction in total funds does not mean a denial of compensa- 
tion or pension to which a deserving veteran is entitled.” 

(4) It is therefore believed that sufficient funds will be available to meet all 
compensation and pension claims payable under existing laws, and as indicated 
above there would be no authority for the VA to either deny or reduce compensa- 
tion or pension to which a veteran is entitled under existing laws. 

(5) It is not understood why any employee of the VA would inform a veteran 
that his disability compensation was being reduced due to a reduction in appro- 
priations for the VA. You are requested to bring this matter to the attention of 
all employees to avoid any such occurrence in the future. 

H. Stone, 
Deputy Administrator. 


Mr. Kruecer. Send me one, if you will. 
Mr. Puiurres. Now let me read this, because I think it is interesting. 
We are still of the opinion in the committee that there is a field here 
which is growing very rapidly, and which contains cases and condi- 
bap orm require well-defined analysis both by the Congress and 
y the ‘ 

We suggested to the GAO that any spot be taken, and they, for 
convenience, took the local area. And out of the 28,000 cases that 
are on file in this area, they lifted arbitrarily, and with no attempt to 
do anything but lift out cards—they lifted out about a thousand cases. 

Let me give you an analysis of them, and I think it will interest you. 
I am going to read it all, if the committee will bear with me. 


REPORT OF GAO ON EXAMINATION OF 1,000 COMPENSATION CASES 


Compensation benefits are paid to veterans, except veterans prior to the 
Spanish-American War, under the provisions of Veterans Regulation No. 1 (a), 
as amended, promulgated by Executive order pirsuant to the act of March 20, 
1933 (Public No. 2, 73d Cong.; 38 U.S. C. 701-721) as amended: The act repealed 
many of the existing laws relating to benefits to veterans of service since the 
Spanish-American War, but the provisions of certain of the repealed acts were 
reenacted with limitations by Public Law No. 141, 73d Congress, approved 
March 28, 1934, as amended. 

Veterans Regulation No. 1 (a), as amended, provides for payment of compen- 
sation at wartime rates for death or disabilitv, not the result of misconduct, in- 
curred or aggravated in line of duty in the active military or naval service. Com- 
pensation is also provided at peacetime rates which are 80 percent of the wartime 
rates for death or disability. 

Veterans Regulation No. 3 (a), promulgated by Fxecutive order on June 6, 
1933, directed the Administrator of Veterans’ Affairs to adopt and apply aschedule 
of ratings and reductions (constructed so as to provide 10 degrees of disabilitv) in 
earning capacitv from specific injuries or combination of injuries to be ba‘ ed, as 
far as practicable, upon the average impairment of earning capacity resulting from 
such injuries in civil occupations, and from time to time to adjust the schedule 
of ratings according to experience. Pursuant to this authority current compen- 
sation pavments are based on a schedule of disabilitv ratings, adopted in 1945, 
which purports to represent the average impairment of earning ability for practi- 
callv all tynes of disabilities. 

Under the laws, every person employed in the active military or naval service 
during peacetime, World War I, World War II, and the Korean conflict are gen- 
erally taken to have been in sound condition when examined, accepted, and en- 
rolled for service except as to de‘ects, infirmities, or disorders noted at tine of 
examination, acceptance, and enrollment, or when clear and unmistakable 
evidence demonstrates that the injury or disorder existed prior to acceptance or 
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enroliment and was not aggravated by such active military or naval service. 
The Veterans’ Administration regulations provide that initial disability ratings 
will be assigned in individual cases on the basis of a consideration of the veteran’ s 
physical condition at the time of his enrollment in the military service, at the 
time of his discharge from service, and at the time of his examination for rating 
purposes by VA or by State, county, municipal, and certain recognized institu- 
tions or contract hospitals. Upon certain conditions, the initial disability rating 
may be based on records of the service department without benefit of an exam- 
ination at time of rating, in which case a VA examination will be scheduled in 
convalescent-rating cases in 6 months; otherwise, in 1 year. 

The regul«tions further provide thet following initigl VA exerrinetion or 
an exeminetion acceptable in lieu thereof, reexeminstion will be scheculed for 
dise bility ratings from 80 ty 100 percent in 2 years, for ratings from 40 to 70 per- 
cent in 3 vears, and for retings from 10 to 30 percent in 5 years, and that other 
reexeaminations will be scheduled if an examinetion indicates thet the cisebility 
is increased or Cecreased so 2s to Warrant 2 10-percent or more change in the rating. 
No future reexamingtions will be scheduled (a) when the disability is established 
as static, (b) when the lesions and symptoms are shown by examinations sched- 
uled as above or other examinations and hospital reports to have persisted without 
material improvement for a period of 5 years or more, (c) where the disability 
from disease is permenent in cherecter and of such nature thet there is no likeli- 
hood of improvement, (d) in cases of veterans of World War I and other veterans 
over 55 years of age, except under the most unusual circumstances, (e) when the 
rating is a prescribed scheduled minimum rating, and (f) where a combined 
dise.bility eveluation would not be affected if the future examination should result 
in reduced evaluation for 1 or more conditions. 

These guiding principles to be followed in determining the frequency of reexam- 
inations and the establishment of static ratings do not appear to be unreasonable. 
Apparently these principles had not been strictly followed and cases involving 
too small a probability for improvement were being scheduled for reexamination. 
In 1950 the Administration requested all regional offices to review their future 
examination files for the purpose of determining whether the reexamination 
principles were thoroughly understood, whether they were being properly applied, 
and for the further purpose of eliminating unnecessary and needless examinations. 
As a result, as of November 30, 1953, about 85 percent of all compensation awards 
are now considered static and the payment of the awards will continue without 
change during the remaining life of the veteran or until such time as a veteran 
requests an increase in his award. 

eterans Regulation 1 (a) also provides for the payment of pensions to veterans 
of World War I, World War II, and the Korean conflict who become * 9 ee magn 
and totally disabled but not as a result of service in the Armed Forces. The 
current monthly pension is $63. This amount is increased to $75 when the vet- 
eran reaches the age of 65 or has been paid the pension continuously for 10 years. 
The pension is not payable to an unmarried veteran without dependents whose 
income exceeds $1,400 per annum or to a veteran having a wife, minor children, 
or dependent parents whose income exceeds $2,700. 

The Washington regional office has about 28,000 compensation and pension 
awards on which payments are being made currently. Of these, about 24,900 
cases are considered as static, that is, thev are not scheduled for medical reexami- 
nation. In 65 cases a procedure in effect since 1949, providing for a positive 
notation on the rating sheet that a reexamination is not required, was not allowed. 
in 120 cases the Chairman of the Rating Board had not approved the cancellation 
of scheduled reexaminations which cancellation has the effect of classifving the 
cases as static. Our examination also disclosed instances, detailed in the following 
tabulation, where a veteran’s entitlement to compensation or pension had not 
been established in accordance with prescribed regulations and other procedures; 
where medical determinations were unsound or not in accordance with prescribed 
rating schedules, regulations or procedures; and where award payments were 
ineorrectly computed. 
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Variances from entitlement regulations and procedures: Number 
Monthly payments continued beyond the date on which veteran was of cases 
Payments continued beyond proper determination date. _- 3 


Unresolved questions as to whether disability was incurred as a result 


of misconduct or not in line of duty 2 
Service in Armed Forces not definitely established ______- 1 
Veterans not scheduled for examination or reexamination as required - 11 
Veterans not entitled to financial essistance in the purchese of an 

Evidence indiceting. possible existence of fraud not considered 1 
Extension of existing reting in violetion of regulations 1 
Premsture euthorizing of veteren’s sutometic increase in pension 

Errors in records on which future : djustment of swords ere besed 1 


Pension swerds grented without definitely determining veteren’s 
Medicel determins.tions: 
physics! condition of veterans not supported by medics 


evidence—upon medics! reexe.mins.tions ewerds were reduced 4 
Service connection of disz.bility not definitely established ________ 6 
Erroneous eveluetion of medicel 5 
Medics] reexe.mins.tions not 1 
Appliestions of incorrect dste of «rrest of tuberculosis resulting in 

actus] or possible future overpayments. 4 
Peyments not continued during prescribed tres.tment of tuberculosis 1 


Award payments incorrectly computed: 


Frror in computing adjustment of monthly payments 1 
Monthly payments not reduced as required upon release of veterans 

Monthly pay ments incorrectly computed - 9 


Disbursements by the Washington regional office in fiscal year 1952 to veterans 
for compensation and pension of the categories scheduled for examination totaled 
about $16,617,900. The cases selected for examination involved payments of 
about $1,585, 200. Our examination of these cases disclosed errors of the types 
detailed above. These errors resulted in ov erpayments of about $21,460 and 
underpayments of about $6,600 which were agreed to by the Administration. 
These amounts represent total overpayments and underpayments to the veterans 
since the awards were made, Additional payments have been made to the 
veterans for the disclosed underpayments. Of the total overpayments, about 
$17,000 has been established as receivables and are subject to possible recovery 
or waiver of recovery under prescribed statutory criteria, The Administration 
agreed to the impropriety of the remaining overpayments of $4,460 but they were 
-hot established as receivables under existing overpayment practices. 

Other payments to veterans appeared to be in excess of amounts warranted by 
,evidence contained in the claims folders and upon redetermination pursuant to 
our inquiry the payments were reduced or discontinued as of the cate of the rece- 
terminations. There is a strong probability in these cases that the originel 
determinations were improper and that if they had been proper, payments of 
about $24,440 would have been avoided. Also, payments of $8,678 have been 
made to veterans where the determinations of service-connected disabilities were 
not made in accordance with current regulations. However, no changes have been 
made in these awards. 

Of the total overpayments disclosed, $12,176 pertain to fisexi year 1952, of 
which only $6,425 has been recognized by the Administration as subject to possible 
recovery. During the same year the underpayments amounted to $2,004. 

The errors disclosed indicate several overall weaknesses in the administration 
of the program. The most crucial weakness seems to be an apathy on the part of 
personnel to fully investigate all facets of a case combined with a willingness to 
edges gins resolve doubts in favor of the veteran. This attitude is exemplified 

the number of cases where inadequate determinations were made that dis- 
‘abilities were incurred during service in the Armed Forces and that the physical 
‘eonditions of the veterans are static. 
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Another weakness appears to be a laxity in the carrying out of review contro} 
functions. Most of the unsound medical determinations disclosed would have 
been avoided had each member of the rating boards properly executed his review 
function. Also, many of the other errors should have been detected by reviews 
during other phases of the adjudicative process. The majority of the errors 
disclosed resulted from erroneous actions taken during World War II and the 
immediate postwar period when the increased workload necessitated hiring 
many inexperienced personnel. Current determinations appear to be reasonably 
well supported except in the case of pension awards when income of the veteran 
and his marital and dependent status are factors bearing on entitlement. This is 
largely attributable to procedures which preclude questioning representations 
made by the veterans, particularly in regard to income. 

The errors disclosed, coupled with the fact that overpayments in many of the 
cases are of a continuing nature, indicates a possible need for a systematic review 
of those cases for which no future action is being contemplated. 

The only reason I read that is that it seems to me to support the 
idea that we had last year, that here is an area which, if permitted to 
grow, could spread into a very large amount of money. And I 
particularly add, to the type of cases that are there, the type of case 
of the veteran who was entitled to a non-service-connected status 
usually, who was entitled to some temporary compensation, has 
recovered from his condition, and who continues to get the check. 

Does it not seem to you, Mr. Higley, that there is ground for this 
committee’s suggestion that here is an area, when you get into $2¥ 
billion where even a beginning investigation, a check of the 
cases of the type referred to there, would save enough money to 
justify that type of inspection? 

Mr. Hicury. What is the date of this, Mr. Chairman? 

Mr. Paruuirs. It is within 2 weeks. Is there no date on it? 

Mr. Stonz. The report shows a situation that developed during 
World War II. It was the area office that hired these people in a 
very quick manner and put them to work. No one knew what they 
were doing. Then, when those cases were sent to the regional offices, 
they were established. That was their rate. They were put right 
into the files. They should never have been put into the files. They 
should have been reviewed right then and corrected, but they never 
were. They were put right into the regional office file. Now you 
have got to go into the regional office file and pick them out. 

Mr. Puruuips. Are we doing that? 

Mr. Srons. No; because we need funds for personnel to do it. It is 
an extra job. And we cannot make the reviews that are necessary 
with the present personnel in claims. 

Mr. Howarp. Mr. Chairman, I have not seen this report. I did 
know that the auditors from the General Accounting Office went over 
the regional office some months ago. _ : 

Mr. Paruurps. Apparently this was just released within 2 weeks to 
this committee, and the findings were developed prior to the first of the 


ear. 

Mr. Howarp. And with all due respect to the gentlemen who made 
the investigation, we really had to give them an indoctrination course 
before they could start out, which took time. 

Secondly, they are expressing their own opinion in a lot of these 
cases. I have no doubt that there are some cases. I am making no 
excuses. But following World War II, we were getting claims at the 
rate of 300,000 and 400,000 a month. And we had to get rid of them, 
because we were catching all kinds of so and so from the outside for 
not adjudicating them. And that is what we are up against. 
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Mr. Puiuurrs. With respect to regulations, even if the GAO investi- 
gators did not fully understand the procedures, they have tried 
ean’ in that report to connect them with a regulation. 

r. Howarp. Now, with respect to these conditions that existed 
prior to enlistment, we have practically a conclusive presumption of 
soundness in those cases, and unless we can show, by plain and un- 
mistakable evidence, that the condition existed prior to enlistment, 
then we have to assume that it occurred in service. 

Mr. Opom. I think you ought to make clear that that is because 
the statute so reads. 

Mr. Howarp. That is legislation. 

Where a veteran goes into service and no notation is made of an 
unsound condition, then he has a practically conclusive presumption 
of soundness, that that condition arose while he was in service, unless 
we can provide clear and unmistakable evidence to show that it 
existed prior to enlistment. 

Mr. Puiuurps. Did you not emphasize a little more strongly than 
the statute does this matter of presumption? Don’t you attempt to 
take other evidence to show whether the man had this in the service, 
or acquired it after the service, or whether he had it before the service? 

Mr. Howarp. We have to get clear and convincing evidence, Mr. 
Chairman, to show that the condition existed prior to entry into 
service. 

Mr. Puruurrs. Is not the burden of proof upon the veteran? 

Mr. Howarp. No, sir. 

Mr. Puruuies. It is upon you? 

Mr. Howarp. It is upon us. 

Mr. Opom. The burden is upon the Government to show that it 
existed prior to enlistment, if it was not noted at enlistment. The 
law requires that the veteran be given the benefit of the doubt. 

Mr. Pariuipes. Another thing that perhaps I should discuss is this: 
a condition that developed subsequent to the war. The veteran 
would probably have had it anyway. How many cases of that kind 
do you suppose you have in your compensation claims? 

Mr. Howarp. Well, I wouldn’t know. It would be just a guess. 
But if a veteran develops a condition subsequent to service, then, 
unless it is a condition that is presumptively connected by statute, 
such as tuberculosis and chronic disease and multiple sclerosis, and 
something like that, we have to have evidence to show that that con- 
dition existed in service, and there was a continuation of it. 

Don’t think we are not doing everything trying to correct all this, 
Mr. Phillips. 

Mr. Puiturrs. I think that appears on the last page of the report. 

Mr. Howarp. Recently we have made a check on all our dependent 
a of World War II veterans, that were put in following World 

ar II. We have taken about 5 percent off the rolls. We have re- 
vised our income questionnaire, which goes out to the veterans and 
the dependents at the end of each year, and we get more detailed and 
complete information. 

We had quite a few cases that had been granted permanent and 
total service connected for unemployability. We have reviewed 
those cases and taken something like 1,200 or 1,300 off the rolls. 
So we are not really asleep. 
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VETERANS’ NON-SERVICE-CONNECTED PENSION AT AGE 65 


Mr. Jonas. What is the rule about the 65-year old? Does he have 
to be totally and permanently disabled to be entitled to compensation 
at 65, irrespective of service connection? 

Mr. Opom Pension, not compensation. 

Mr. Jonas. I mean pension. 

Mr. Ovom. He gets the increase at age 65 or if he has been rated 
totally and permanently disabled for 10 years. But otherwise, are 
you inquiring as to how they are rated permanently disabled? 

Mr. Jonas. I am inquiring how John Smith, a man I know per- 
sonally, who has worked all his life until he gets to be 65 years old, 
then get an adjudication on the basis that he is totally and perma- 
nently disabled. 

Mr. Opom. It has to be a finding of total or permanent disability 
for World War I, and World War II, but not the Spanish-American 


ar. 

Now, Mr. Howard can tell you how those ratings go. 

Mr. Howarp. If he is 65 years of age, Mr. Jonas, and has a 10 or 
more percent disability of some kind, and the evidence shows that he 
is unemployable, then is entitled to a non-service-connected pension. 

Mr. Jonas. What kind of evidence do you require? 

Mr. Howarp. Well, we require lay evidence and medical evidence. 

Mr. Jonas. I cite you the case of a man who has worked and just 
quit working. He has been working right along, and he suddenly 
quits when he gets to be 65. 

Mr. Howarp. Without seeing the case, I would say he submitted 
evidence showing that he was now unemployable. 

Mr. Jonas. No; I am just inquiring whether your office checks 
those things. 

Mr. Howarp. Sure. We send out this questionnaire each year. 

Mr. Stone. We have a physical examination, to find out whether 
he can work or not. 

Mr. Jonas. He worked last week, but he suddenly is not able to 
work, because he has passed his 65th birthday? 

wa Howarp. I don’t think we would put a case like that on the 
roll. 

Mr. Jonas. I happen to know of one that you have. 

Mr. Howaro. ere he quit. 1 week and we put him on the roll 
the next week? 

Mr. Jonas. Yes. I will give you all the facts. I just wondered 
whether that was customary. 

Mr. Howarp. No, indeed. That is not customary. 

Mr. Jonas. Or whether he was entitled to it automatically. 

Mr. Howarp. No, he has to show he is unemployable. 

Mr. Kruecer. Under pensions, you have plan 1, plan 2, and plan 3 
pensions. What is the amount? 

Mr. Howarp. On nonservice pension, where a man is totally and 
permanently disabled, he gets $63 a month. 

Mr. Krurcer. What plan is that? 

Mr. Howarp. That is the pension plan, part 3 benefits, wnat we 
call part 3. 

Mr. Krvuecer. Part 3? 

Mr. Howarp. Yes. 

Mr. Kruecer. How much does he get? 
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Mr. Howarp. $63. If he is permanently and totally disabled for 
10 years, that amount is increased to $75 a month. Or if he is 65 
years of age, the amount is $75 a month. But under your compensa- 
tion plan, which is service connected, if a veteran is 10 percent 
disabled he gets $15.75 a month, if I remember correctly. If he is 
totally disabled, he gets $172.50 a month. The paraplegics get $400 
a month. 

Mr. Puiturps. Nobody is arguing about paraplegics or people who 
were injured in battle. That is always a sensitive point, because those 
are the cases that are usually brought up when the discussion comes. 
Let us put it this way, which I think will interest you: Mr. Howard, 
what is the total amount of money that the veteran receives for com- 
pensation from a physical disability not connected with active 
service? I mean not service connected. What would be the total 
amount of disability that group would receive on an average? 

Mr. Howarp. Well, if the condition was not connected with serv- 
ice, Mr. Phillips, he would get $63 a month if he was permanently and 
totally disabled. 

Mr. Puiuuips. That is the maximum? 

Mr. Howarp. No, $75 is the top he can get. 

Mr. Putuuirps. All right. Has anybody figured out on the basis of 
an annuity table what these men are actually getting from the Govern- 
ment during their lifetimes? 

Mr. Howarp. You mean the total amount? 

Mr. Corte. It would be about $700 a vear at $63 a month, I would 
think. I was just doing a little arithmetic. 

Mr. Puiuuips. Yes; and he is not going to live a hundred years, | 
do not believe. On 1 of these categories, | seem to remember a 
figure of $63,000 during his lifetime. 

Mr. Howarp. Well, you take the condition where a young world 
war veteran came out as a psychotic at $172.50 a month. That is 
over $2,000 a vear. 

Mr. Putuurps. I wish we would leave out these men that actually 
saw service or were disabled in serivce, and confine our discussion to 
the man who came out of the service with ulcers which he had when 
he went in, but who by searching around was able to find a retirement 
board that would credit him with having had these ulcers aggravated 
by the service, who now lives in the District of Columbia, who pays 
his office rent with the check he receives from the Veterans’ Admin- 
istration, but who has not had ulcers for the last 5 years. Could you 
tell us how much he is costing the taxpayers? 

Mr. Howarp. No, sir, because I don’t know what percentage he is 
rated. 

Mr. Putuutps. That is an actual case. 

Mr. Howarp. Was he a retired officer? 

Mr. Puiuuirs. It is probably a very exceptional case. 

Mr. Howarp. Was he a retired officer, or were we paying him 
compensation? 

Mr. Paiiurs. We were paying him compensation. He was a 
doctor, and he was able to find a medical board of sympathetic 
doctors, who took care of him. 
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COST PER MONTH FOR PAYING PENSIONS 


Mr. Jonas. What is it costing per year to pay these $63 pensions 
per month that we are talking aboutt 

Mr. Strong. Have you got that page 312 there? You will see the 
living veterans, total expenditures, the fourth column, $570 million. 

Mr. Jonas. Do you mean $570 million? 

Mr. Stone. $347 million. The second column. 

Mr. Jonas. $347,953,356. 

Mr. Stronr. And the average cost per month is $72.25. 

Mr. Jonas. That is what it costs to pay these pensions to totally 
disabled veterans without service-connected disabilities when they 
become 65 years of age? 

Mr. Stoner. And where their income is less than $1,400 single, and 
$2,700 with dependents. 

Mr. Opvom. Except Spanish-American War veterans, where there 
are no income limitations. 

Mr. Jonas. There are no limitations for veterans of the Spanish- 
American War. That is only for World War I. 

Mr. Howarp. No sir; World War II, also. 

Mr. Pariures. Isn’t your limitation on World War II produced by 
the age itself? You do not have many 65-year-old World War II 
people. 

Mr. Howarp. No; they have to be permanently and totally 
disabled. 

Mr. Stonz. Added to that would be a figure of $42 million for 
living veterans, nonservice connected, of World War II. 

Mr. Jonas. Who were totally and permanently disabled? 

Mr. Stone. That is right. 

Mr. Jonas. And whose incomes are less than what? 

Mr. Strong. $1,400 without a dependent or $2,700 with dependents. 
Added to that is the last bill, that will bring your World War II 
average up to almost World War I, because now almost all of the 
cases that are coming in are totally disabled. That would average $71, 
but they would only get the $63 unless they were 65 years old. 

Mr. Puruuirs. What interested this committee certainly more than 
actual injury, because we have never discussed actual service- 
connected injury, nor do we have any desire to reduce that, is that 
we have been interested in the nonservice-connected veteran receiv- 
ing pension and the 10-percent and 20-percent disabled who are carry- 
ing out a full day’s work, probably a great deal harder than any of 
us are doing in this room at the present time. I just suggest again, 
as this committee suggested last year, that here is a field for investi- 
gation at both areas, at the Veterans’ Administration and the legisla- 
tive area. And I read this very informal memorandum briefly 
handed me by the task force: 

The budget analysis for fiscal vear 1954 prepared by the investigations staff, 
House Appropriations Committee, included comments on compensation pay- 
ments for low-percentage ratings applicable to physical conditions that were 
not incurred as a result of combat duty or military accident, and which in fact 
do not impair the earnings of the rated veteran. It was recommended that a 
thorough lezislative study be made of the service-connected compensation laws 


relating to living veterans, particularly as such legislation relates to the cases 
rated as 10 percent and 20 percent disabled. 


This was in last year’s report: 
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veterans being rated. 


on a service-connected disability. 
$80 million might be made through elimination of possibly 
percent and 20-percert service-conneeted compensation paynents to living vet- 
erans by placing income restrictions on these low benefits, and by relating 
impairment of earnings to each veteran. 

Mr. Stone. It is our opinion that it would take legislation. 

Mr. Puiturps. I think there is no question of that. 
not even getting to that point yet. 
between us we ought to find out what the situation is. 
change of that kind can make a saving of $80 million, and we are deal- 
ing with $2% billion a vear, we are getting into big money. 
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READJUSTMENT BENEFITS 


Amounts available for obligation 


It was pointed out that the present policy in the ratings of these low-percentage 
cases does not adequately recognize the earning capacities of the individual 
It was reconmended that Government policy be so changed 
as not to make 10-percent or 20-percent payments to veterans who have not 
suffered an impairment of earning capacity and that legislation should enable 
VA to examine more completely into the preservice medical record of the veteran 
so as to remove cases from the compensation rolls which are not in fact based 
It was estimated that potential savings of 
one-third o' 


But we are 
We are merely suggesting that 
If a little 


the 10- 


1953 


actual 


1954 estimate 


1955 estimate 


Veterans’ Administration,” 


Appropriation Act, 1955 


Obligations incurred 


Total obligations 


Appropriation or estimate. 
Transferred to ‘Service-disabled veterans insurance fund, 


Adjusted appropriation or estimate 
Prior year balance available 
Balance transferred from ‘Veterans miscellaneous benefits, 

Veterans’ Administration,” pursuant to Independent Office s 


Comparative transfer from “Veterans miscellaneous benefits, 
Veterans’ Administration” 


pursuant to 67 Stat. 428......_- 


$664, 311, 000 
—1, 000, 000 


$387, 000, 000 


663, 311, 000 
63, 421, 166 


387, 000, 000 
199, 132, 166 


4, 479, 900 


~63, 
733, 
9, 


421, 166 
128, 902 902 
816, 284 


726, 732, 166 


16, 685, 931 


—199, 132, 166 


590, 612, 066 


590, 612, 066 


742, 


945, 186 


544, 285, 931 


590, 612, 066 


Obligations by activities 


Description 1953 actual | 1954 estimate | 1955 estimate 
1, Education and. training 
$378, 641,470 | $132, 000, 000 $58, 500, 000 
(c) Supplies and equipment. -__--........-...--.--.-- 18, 530, 479 7, 200, 000 3, 510, 000 
(d) Education and training allowance (Public Law 550) - ss. 241,379 | 282, 960, 000 458, 400, 000 
Total education and training---...............-.-- 667, 802, 574 489, 660, 000 553, 410, 000 
13, 287, 464 10, 080, 000 8, 700, 000 
(0) 1, 558, 893 1, 155, 000 1, 000, 000 
Total vocational rehabilitation for disabled vet- 
3. Loan ty: 
ee a le ee ep 4, 376, 630 4, 785, 000 4, 869, 000 
c) Loans and property acquired_._._.......-...--...-- 15, 110, 138 16, 555, 000 16, 739, 000 
acca nunnensnasannghesamete’ 65, 842, 452 37, 940, 000 21, 608, 000 
Housing grants for disabled veterans. 030,073 450, 981 894, 066 
5. Readjustment allowances: 
(a) Unemployment allowance... 
742, 945, 186 


633, 907, 200 

Total available for obligation. | 
Balance available in subsequent year. 
| 527,600,000 | 
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Obligations by objects: 


Object classification | 1953 actual | 1964 estimate 1955 estimate 


$708, 612, 061 $511, 710, 931 $559, 304, O60 
34, 333, 125 32, 575, 000 31, 308, 000 


11 Grants, subsidies, and contributions ..........._______._. 
12. Pensions, annuities, and insurance claims 


Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 

Unliquidated obligations, start of year.......----.---- $4, 012, 062 $3, 114, 978 | $3, 000, 000 

Obligations incurred during the year_..........-------.---.-- 733, 128,902 | 527, 600, 000 | 590, 612, 066 

737, 140,964 | 530, 714,978 | 593, 612, 060 

Deduct unliquidated obligations, end of year __.-.-.-- =. 3, 114, 978 3, 000, 000 | 2, 500, 000 

Expenditures are distributed as follows: ; 

Out of current authorizations. ._.................-...2-... \ 734, 025, 986 { 461, 178,834 | 384, 500, G00 

66, 536, 144 206, 612, 066 


Mr. Puiuuirs. We come now to “Readjustment benefits,” pages 
316 through 326 will be inserted in the record at this point. 
(The pages are as follows:) 


READJUSTMENT BENEFITS, VETERANS’ ADMINISTRATION 


These benefits a ply to the cost of subsistence, tuition, supplies, and equipment 
for the training of \ orld War II veterans and to education and training allowances 
for Korean veterans: tuition, supplies, and equipment for disabled veterans re- 
quiring rehabilitation; gratuities, claims, and property acquisition costs on vet- 
erans loans; and housing grants for disabled veterans. 

The following table affords a comparison of fiscal year 1955 estimated obliga- 
tions wry actual data for fiscal year 1953 and estimated requirements for fiscal 
year 1954 


| 

| Increase 
Actual, fiscal Estimated, (+) or de- 
| 


S! year year crease (—), 
| year 1068 1954 1955 over 
| 1954 
Education and training: 
Public Law 346. --.....--..........._....| $581, 561, 195 | $206, 700,000 | $95,010, 000 | —$111, 690, 000 
Public Law 550... ..--. ~ 86, 241, 379 282, 960, 000 | 458, 400,000 | +175, 440, 000 
Vocational rehabilitation... 14, 846,357 | 11, 235, 000 | 9, 700, 000 —1, 535, 000 
guaranty: | 
percent gratuities 46, ox | 16, —16, 600, 000 
ee 4,376,630 | 4, 785, 000 4, 869, 000 +84, 000 
Loan and property acquired.......... 15, 110,138 | 16, 555, 000 | 16, 739, 000 +184, 000 
Housing grants ____. = | —65,030, 073 | 5,450,931 | 5, 894, 066 +443, 135 
Total obligations... 742, 945, 186 544, 285,931 | 590,612,006 | +46, 326, 135 
Prior-year balance — 162, 642, 868 | —63, 421, 166 — 199, 
Transfer from ‘‘Veteraus miscellaneous bene- | | 
Balance available in subsequent +63, 421, 166 | +199, 132, 166 
Adjusted appropriation or estimate.......| 633, 907, 200 | 663, 311,000 | 387,000,000 


' Balance transferred from ‘Veterans miscellaneous benefits” pursuant to Independent Offices Appro- 
Priation Act, 1955, 
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EDUCATION AND TRAINING 


Funds required for direct benefit payments for Public Law 346 and Public Law 
550 trainees during fiscal year 1953 and the estimated requirements for fiscal 
years 1954 and 1955 are shown below: 


Actual, | Estimated, | Estimated, 
| fiseal year | fiseal year | fiscal year 
1953 1954 | 1955 


Publie Law 346: | | 
| $378, 641, 470 | $132, 000, 000 $58, 500, 000 


| 184, 389, 246 67, 500, 000 33, 000, 000 
Supplies a8 SSR | SRE ar | 18, 530, 479 | 7, 200, 000 3, 510, 000 

Total, Public Law 346 cs 4 581, 561,195 | 206, 700, 000 95, 010, 000 
Publie Law 550: Total education and ‘training allowance____- .| 86,241,379 | 282,960,000 | 458, 400, 000 
| | 


| 667, 802, 574 | 489, 660, 000 553, 410, 000 


The above estimates for fiscal years 1954 and 1955 are besed on the following 
eatieented average number of trainees and average ¢ costs per trainee: 


| 
| Actual, fiseal year Estimated, fiscal Estimated, fiscal 
1953 year 1954 | year 1955 


Cost | Trainees | Cost 


| 
| 

| | 

| — | 
| 


| 
| Trainees | Cost | Trainees | 


Publie Law 346: } 


Subsistence... 613,491 | $617.19 | 240, 000 | $550 | 117, 000 $500 
-| 571, 386 322. 71 225, 000 | 300 | 110, 000 300 
Supplies and materials -____ | 613, 491 30.21 | 240, 000 | 30 117, 000 30 
Public Law 550: Education and training 


1 Excludes job trainees 


VOCATIONAL REHABILITATION FOR DISABLED VETERANS 


The estimated requirements for tuition and supplies and Materials for Public 
Law 16 and Public Law 894 trainees for fiscal year 1955 have been determined by 
projecting the trends observed in fiscal year 1953 for these benefits. Actual 
expenditures for fiscal year 1953 and estimated requirements for fiscal years 1954 
and 1955 are shown in the following tables: 


TUITION 


| 

Actual, Estimated, Estimated, 

| fiseal year fiscal year | fiscal year 

1953 1954 | 1955 
Average number trainees____- : : = 24, 483 | 18, 000 | 15, 000 
Average cost........... $542. 72 $560 | $580 


Total tuition cost. 287, 464 | | 10,00, 00 "8, 700, 000 
| 


SUPPLIES 


AND MATERIALS 


Average number trainees - 31, 417 | 23, 100 20, 000 
Average cost... : | $49. 62 $50 $50 


Total supplies and equipment... - | 1, 558, 893 1, “155, 000 i 1, 000, 000 
Total vocational rehabilitation. _- res | 14, 846, 357 11, 235, 000 | 8, 700, 000 


| 
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LOAN GUARANTY 


Following is a series of tables —— the volumes of indicated program 


activities and benefit costs thereof during 


costs expected to be experienced during fiscal years 1954 and 1955. 


eal year 1953 and the volumes and 


Tae I,—Estimate of loan guaranty readjustment benefit payments, fiscal year 1955 


Estimated Estimated 
Actual, fiscal | , 
year i953 | year 
Number of claims paid (from table IT)...................-.__- 3, 607 4, 157 4, 162 
Number of loans and properties acquired (from table III)____- 2, 608 2, 857 2, 889 
Claims paid cost (from table II) ................-...-.-.-.--.. 4, 376, 630 4, 785, 000 4, 869, 000 
Loan and property acquisition and management costs (from 
65, 842, 452 37, 940, 000 21, 608, 000 
Tasie Il.—Estimate of claims paid cost, fiscal year 1955 
Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1953 1955 
Number of claims paid (to table I) ......-...-.---.----.------- 3, 607 4, 157 4, 162 
958 1,379 1, 346 
Average claim cost: 
Total claims paid cost (to table I)..-........-.....-_.-__- 4, 376, 630 4, 785, 000 4, 869, 000 


Taste II (A).—Estimate of guaranteed insured loans outstanding, June 25, 1955 


Actual, Estimated, | Estimated, 
June 25, June 25, June 25, 
1953 1954 1955 

3, 299, 949 3, 634, 949 3, 969, 949 
3, 029, 487 3, 345, 287 3, 661, 087 
65, 012 67, 212 69, 412 
205, 450 450 239, 450 
531, 133 713, 506 919, 666 
393, 419 544, 722, 683 
33, 140 38, 195 42, 855 
104, 574 130, , 128 
28, 523 32, 680 36, 842 
16, 469 19, 081 21, 774 
1, 897 063 2, 186 
10, 157 11, 536 12, 882 
Guaranteed insured loans outstanding 2, 740, 293 2, 888, 763 3, 013, 441 
nn 2, 619, 599 2, 781, 238 2, 916, 630 
¥ 29, 975 26, 954 24, 371 

es 90, 719 80, 571 72, 
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TaBLeE II (B).—Estimate of defaults reported, fiscal year 1955 


Actuai, fiscal 
year 1953 


Estimated, 
fiscal year 
1954 


Estimated, 
fiscal year 


Guaranteed-insured loans outstanding at beginning of year_... 


2, 579, 718 


2, 740, 293 


2, 434, 991 
33, 801 
110, 926 


2, 619, 599 
9 


eno 


|| 


% 


of claims filed, fiscal year 1956 


Actual, fiscal 
year 1953 


Estimated, 
fiscal year 
1954 


| 


Estimated, 
fiscal year 


41, 644 


26, 625 
624 
3, 965 


52, 951 


1 Exclusive of loans owned by VA. 


— 2, 888, 763 

Default incidence: 

Defaults reported (to table II (C))...........-..-------------- 57, 432. 60,114 

TABLE II (C).— Estimate 

Defaults in process at beginning of year !__-________..---.-..-- | 35, 631 31. 100 

Defaults reported during 54, 728° 57,432 60,114 
48, 648 52, 392 55, 625 

Defaults in process at end of year............-......----..-..- 35, 631 31,100 | 31, 214 
5, 276 4, 500 | 

Defaults processed during year_............-.-.-.------------- 60,741 61, 963 | 60, 000 

56, 234° 57,463 | 55, 500 

2, 374 3, 263 2, 619 

Claim filed (to table II (D)).....-...-..----.---2---------2--- 4, 507 | © 4, 500 
189 173 130 
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Tarte Il (D).— Estimate of clcims paid, fiseal year 1955 


Actual, Estimated, | Estimated, 
fiscal year fiscal year 1 year 
1953 1954 1955 

501 677 677 
287 267 267 
27 28 2s 
187 382 382 
4, 507 4, 500 4, 500 
3, 116 2, 913 2, 989 
189 173 130 
1, 202 1,414 1, 381 
677 677 677 
267 267 267 
28 28 28 
382 | 382 382 
4, 331 4, 500 4, 500 
3, 136 2, 913 2, 989 
188 173 130 

1,007 | 1,414 1, 381 

724 | 343 | 

658 301 296 

17 7 7 

Claims paid (to table 3, 607 4, 157 4, 162 
2, 478 | 2, 612 2, 693 
Business 4 958 | 1, 379 1, 346 


III.—Estimate of loan and property acquisitions and costs, fiscal year 1955 


Actual, Estimated, | Estimated, 
fiscal year fiscal year year 
1953 1954 955 
3, 607 4, 157 4, 162 
SES 958 1,379 1, 346 
Ratio of property acquisitions to claims paid: 
Property acquisitions... 2, 309 2, 557 2, 609 
Total loan and property acquisitions (to table I)____.________. 2, 608 2, 857 2, 889 
Average cost (including acquisition, management and dis- 
Total acquisition costs (to table I). $15, 110,138 | $16, 555,000 $16, 739, 000 


Housing grants for disabled veterans 


Under the provisions of Public Law 702, 80th Congress, as amended by Public 
Law 286, 8Ist Congress, the Veterans’ Administration was authorized to approve 
grants for specially adapted housing to veterans having suffered the loss of, or loss 


of use of, both feet, and to paraplegic veterans. 


During the 1953 fiscal year, 


569 grants were approved for specially adapted housing for the use of qualified 


disabled veterans. 
1954 and 625 in 1955. 


It is expected that 578 grants will be ap 


roved in 


fiscal year 


Expenditures in fiscal year 1953 were $5,585,397; however, 
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as a result of liquidation of obligations established prior to July 1, 1952, the net 
accumulative obligations for this purpose for fiscal year 1953 was —$5,030,073. 
No further reductions in pr eat beg obligations can be expected and it is estimated 
that $5,450,931 will be expended for this purpose during the current fiscal year 
and $5, 894, 066 will be required for obligation during the fiscal year 1955. 


Readjustment allowance 
No funds are requested for this purpose in fiscal year 1955. 


DepARTMENT OF INSURANCE 


Mr. Paituips. Then we come to Department of Insurance request. 
The only insurance that 1 have a question about has nothing to do 
with the veterans’ insurance but has to do with the collection of 
reimbursable insurance benefits, which I should have asked about 
in the hospitalization area. 

Who has insurance? 

Mr. Beck. I do, sir. 

Mr. Puiuuirs. I wish to commend Mr. Beck for the letters he 
writes to people who ask about insurance when he suspects they are 
thinking of giving up their policies. He writes such a persuasive 
letter that it would be impossible to surrender a Veterans’ Adminis- 
tration policy. 

Mr. Beck. I will have to attribute that, Mr. Phillips, to the 
excellent help that I have in the Actuarial Service, I think. 

Mr. Putturrs. I must say that my own experiences with your 
agency, your section, have been very satisfactory, and I have been 
very much pleased both with the type of letter that you write and 
the fact that you cut through all redtape and take care of the veteran 
and then discuss the details afterward. 


PERSONAL SERVICES IN THE FIELD 


Page 155: You have a series of items here, beginning pretty well 
down toward the end, “Office of Insurance Director,’’ where you come 
to $1,085,000 in the last column to the right. 

The “Premiums Accounting Division” is $16,354,634. ‘Under- 
writing,”’ $5,565,000, and “insurance claims,” $1,198,600. 

When my staff computed these budget figures, using the work 
measurement figures which you presumably were using, we had about 
a million and a half dollars less than your total. 

On a basis of the burden you expect vou will have for next year, 
you really could get along with about a million and a half dollars 
less, and ‘the presumption is that you had to make these figures up a 
long way in advance and took totals that probably are not working 
out quite that way with other figures that have been provided later. 

Am I right? 

Mr. Beck. No: I don’t think that is exactly right, Mr. Phillips, in- 
sofar as the time they were made up was concerned. We were rather 
disturbed, when we came up here this morning, to learn that there has 
been some question raised as to the different basis on which the work 
measurement was carried out to arrive at our figures. And we are 
not quite familiar with the exception that one of your staff members 
takes to our method of calculation. But we would be very glad to 
tell you how we do it. 
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Mr. Puivurps. That is a thing we can hardly decide across the 
table. You are dealing with our task force, and you know the mem- 
bers of it. We have men from the GAO, and other very capable 
accountants, and if they can help you find a reduction of one million 
and a half, I think they would be very glad to do it. 

Mr. Beck. If they can help us find a reduction, and we are in agree- 
ment on it, we would be very happy to do it, too, Mr. Phillips. But 
ce ad if we are starting with the same premises and with the same 

ase. 

Mr. Puituips. That I cannot answer. That you will have to dis- 
cuss with them. 

Mr. Beck. We have not had that type of discussion. At least, Mr. 
Gardner and I, who are here, have not had that type of discussion 
with the members of the task force, but we would be very glad to have 
it. 

Mr. Parties. Suppose you get to work with the staff and see how 
you come out on it, before we mark up the bill. 

In the meantime, we will take the amount off, so that won’t be just 
a — you. You will arrive at some conclusion before we mark 
up the 

I have no details, Mr. Beck. I just have the net finding. 

Mr. Beck. May I add right here the fact that we believe this is our 
minimum requirement, and that its reduction by a million and a half, 
I think, would be a very disastrous thing for conduct of insurance 
programs in 1955. 

We will, however, go into it very carefully with the members of 
your investigative staff, Mr. Phillips. We will be glad to. 

Mr. Puruurres. Probably my heart does not bleed as much as you 
might expect it to on that, because we are dealing with such figures 
that. paring down a million and a halt dollars of that item is only about 
4 percent. 

Mr. Beck. The 4 percent reduction in personnel, when we are 
already reducing approximately a thousand over our present require- 
ments, is quite an item to us. And that is all a matter of personnel, 
the figures that you refer to there. The million and a half comes out 
of personnel. 

(Note.—The Acting Assistant Deputy Administrator for Insurance discussed 
the proposed reduction of $144 million in the amount requested for general operat- 
ing expenses of the Insurance Department with Messrs. MeWilliams and Bard 
of the investigating staff. It was determined that the tentative conclusions of 
the investigating staff could not be supported, and Mr. McWilliams agreed im- 
mediately to advise the Independent Offices Subcommittee that the full amount 
requested will be required for operations of the Insurance Department in the 
fiscal year 1955.) 

Mr. Purtures. How many people have you got in there now, Mr. 
Beck, just to bring it up to date. 

es Beck. In the entire insurance service? Or in the district 
office? 

Mr. Purturps. In the insurance service. I do not know whether 
the other members of the committee remember that a few years back 
we had a little idea with reference to the Veterans’ Administration of 
dividing the offices into district offices, and for a while in your organ- 
ization you had about a million premiums you could not find the per- 
son or policy to apply them to. We had to give you extra help. 
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Mr. Beck. That was in connection with dividend operations, wasn’t 
it, Mr. Phillips? 

Mr. Ovom. Unapplied remittances. 

Mr. Puiuuirs. You could not find the veteran’s card. We gave 
you some extra help to bring that up to date. We are always just 
a little bit cautious about these temporary agencies and the temporary 
help. Have you let them all go? 

Mr. Garpner. Mr. Phillips, that was many years ago. 

Mr. Putuuips. I have only been on this subcommittee 7 years. 

Mr. Garpner. Six or seven years ago is a good many years ago. 
That project was virtually completed 5 years ago, and the people hired 
for it were let go at that time. 

Mr. Puituirs. Where did you get the 1,100 employees you are 
letting out this year? 

Mr. Garpner. The eleven hundred was a planned reduction based 
on a shift of workload from Washington, D. C., to the district offices 
in the field. We planned that when we made our budget for 1954. 

Mr. Patiuiips. You really did not let them out? Or you shifted 
them from Washington into the field? 

Mr. Garpner. We reduced here without increasing the field require- 
a We have been shifting the workload from Washington to the 

eld. 

MASTER LOCATOR FILE ON INSURANCE 


Mr. Puitures. Have you a master file of all the veteran insurance? 

Mr. Beck. We have a locator file, yes, sir, to indicate wher: the 
records of an individual policyholder are located. 

Mr. Puruuies. How do you operate? Manually, or machine? 

Mr. Beck. That is a manually operated file. They are IBM cards, 
but it is manual as to the searching for the location. That is a manual 
operation. 

Mr. Jonas. I had a question I wanted to ask Mr. Beck. In order 
to ask it, I will have to give you a little background. 

I would like to ask if this is customary procedure in your depart- 
ment: j 

Last July, I received a letter from a constituent who is in the 
insurance business, making some critical analyses of your cost of 
national service life insurance in comparison with insurance written 
by private companies. It was rather technical, and I took the liberty 
of sending his letter, along with the covering letter that I wrote, to the 
department here in Washington. Somebody in your office sent his 
letter to the home office of his company, with some caustic comments 
about this interest being displayed by representatives of this insurance 
company, and the home office of this company immediately called this 
man on the carpet. I just wondered if you were aware of the fact, 
and if it is customary to handle congressional mail in that way in your 
department. 

Mr. Beck. I am very familiar with the incident to which you refer, 
Mr. Jonas, at the time it occurred, and you can be sure that individual 
won’t do it again. 

Mr. Jonas. I thought it was very unfair. 

Mr. Beck. The explanation, in fairness to him, that he gave, was 
the fact that he personally was well acquainted with an actuary who 
was in this particular insurance company, and he wrote the letter in a 
light vein. At least, he intended it in that respect, not with any 
purpose of causing any embarrassment to the individual. 
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ea greeted it did cause embarrassment, and he regretted it very 
much. 

Mr. Jonas. It caused considerable embarrassment to me, and [ just 
could not understand how anybody who had that little judgment 
would be qualified to hold a responsible position. 

Mr. Breck. He is quite a competent actuary. He may have used 
poor judgment in respect to that, I don’t think he does now. But he 
is a very competent actuary. 

Mr. Puituips. Mr. Reporter, will you put in pages 153 to 186? 

(The material is as follows:) 


DEPARTMENT OF INSURANCE 


The Department of Insurance is a completely integrated and self-contained 
organization with separate staff and line functions. The Department is under 
the direction of a Deputy Administrator for Insurance who has full responsibility 
and authority to administer the insurance program in accordance with applica) 
laws relating to veterans’ insurance. He reports directly to the Administrator for 
Veterans’ Affairs. 

On his staff the Deputy Administrator has the Assistant Deputy Administrator 
for Insurance, the Chief Actuary, the Assistant Deputy Administrator for Under- 
writing, the Assistant Deputy Administrator for Insurance Accounts, Assistant 
Deputy Administrator for Insurance Claims, and the Controller for Insurance. 

his estimate provides for the cost of personal services and cost of travel anc 
other expenses required at central office and the insurance centers in the adminis- 
tration of various insurance and related activities for which the Deputy Adminis- 
trator for Insurance is responsible as follows: 

1. United States Government life insurance pursuant to the World War 
Veterans’ Act, 1924 (88 U. 8. C. 511-518). 

2. National service life insurance pursuant to the act of October 8, 1940, as 
amended (34 U. 8. C. 841f, 853e-856, 1020, 1021k; 38 U.S. C. 32a, 38, 512, 801 
818, 820-823, 802 (m) (2), 851 note, 820 note). 

3. Protection of insurance policies of persons in service pursuant to article 1V 
of the Soldiers’ and Sailors’ Civil Relief Act of 1940 as amended (50 U.S. C. 
appendix 540-554). 

4. The World War Adjusted Compensation Act of 1924 as amended (38 U.S. C. 
591-683 and 686—688b). 


Summary of requirements, all objects 


Actual, Estimated, | Estimated, 
| fiseal year fiscal year fiseal year 
‘| 1953 1954 
Departmental: 
Contractual service cost... 2, 000 2, 000 
Taxes and assessments cost _._._..........- Seti 13, 000 13, 000 
Other miscellaneous operating expenses ________- 517, 636 | 491, 961 
Field (including insurance center, District of Columbia): 
$35,712, 152 | $32,786,021 | $29, 444, 881 
6, 356 31, 742 8, 875 
Taxes and assessments } 144, 692 145, 250 145, 991 
Other miscellaneous operating expenses... .._.-.-_-_.- | 1, 696, 207 1, 655, 799 1, 685, 592 
34,618,812 | 31, 285, 339 
Departmental and field: | 
Salary cost__._____- $35, 529,137 | $31, 943, 631 
travel_..._. 59, 228 875 
Contractual services _ - 2, 000 2, 000 
Taxes and assessments 158, 250 158, 991 
Other miscellaneous operating expenses 2, 178, 435 | 2,177, 553 
Total, departmental and field... 41, 518, 840 | 37,922,050 | 34, 333, 050 
Less quarters, subsistence, and leave._..--...........--~------ 24, 100 22,050 | 24, 500 
Net total requirements_._.......... EE, SE | 41, 494, 740 37, 900, 000 | 34, 308, 550 


Depart 


As 
AS 
A 
A 
Field 
of | 
d 


2001 


Summary of personnel requirements by major function 


Average — ment and salary cost 


Actual 1953 | Estimated 1954 Estimated 1955 


| Aver- | | Aver- | Aver- 
age | | age age 
| em- Amount | em- | Amount on Amount 
| ployees ployees 


Departmental: 


} 
Office of the Deputy Administrator om 10 | $69, 320 | 10 $69, 320 | 10 | $69, 320 
Assistant Deputy Administrator for | | } 

| 140} 836,320 | 128 | 755,796 | 874, 430 
Assistant Deputy Administrator for } 

Insurance Accounts_- 39 | 170, 799 | 20 96, 000 | 19 | 90, 000 
Assistant Deputy Administrator for | } | | 

34 | 160, 804 | 15 | 84, 000 | 14 | 78, 000 
Assistant De uty ‘Administrator for | } 

Insurance Claims. __._. 156, 279 | 18 112, 000 16 | 98, 000 
Chief Actuary ae ia as 1, 392, 416 345 | 1, 135,000 | 304 | 995, 000 
Controller Insurance... -------| 129) 551,800) | 491,000 118 | 494, 000 


Total, departmental. 797° 3, 337, 738 | 653 | 2, 743, 16 | 


Field (includes insurance center, District | 


of Columbia): | 
Office of the manager... | 18 | 126,060 18 139, 872 
Administrative services___ me | 803 | 2,475,113 1, 038 3, 311, 220 907 2 906, 935 
Persommel.............- sees ae } 66 291, | 55 248, 340 53 H 239, 5 
423 | 1,524,097 427 1, 577, 900 | 391 | 1,453, 700 
95 | 308, 794 | 104 332, 280 | 104 | 349, 440 
Supply --- > 49 166, 783 | 43| 155, 531 2 | 152, 200 
Office of Insurance Director_____- 307 1, 266, 375 310 1, 184, 200 284 1,085,000 
Premium Accounting Division......._. 5,800 | 19,766,110 | 5,278 18,100,320 | 4,750 | 16,354, 634 
Underwriting Division_.__. | 2,273 | 7, 692, 512 | 1,810 6, 320, 000 1,590 | 5, 565, 000 
Insurance 472 | 2,095,680 397 1, 430, 170 332 1, 198, 600 
Regional insurance office (Washing: | | | } 
10, 306 6 | 35, 712, 152 9, 9, 480 | 32, 786, 021 | 471 29, 444, 881 
| 
Total, departmental and field_____| 11, 103 | 39,049,890 | 10,133 | 35,529,137 | 9,066 | 31,943, 631 
| 
Summary of miscellaneous operating mapaines 
| | Estimated, Estimated, 
03-13 Miscellaneous operating expenses } a | fiscal year | fiscal year 
} 1954 1955 
Transportation of things. $24, 348 $24, 868 $29, ( 
Communication services 30, 856 12, 053 | 11, 000 
05 Rents and utilities es age 62, 683 | 44, 138 47, 200 
06 Printing and reproduction. : a Me 292, 367 | 278, 068 | 269, 799 
07 Other contractual services : a ‘ 39, 717 34, 192 | 35, 450 
08 Supplies and 89, 698 | 94, 577 74, 685 
09 Equipment 34, 348 28, 428 23, 467 
13 Refunds, awards, indemnities_. 8, 439 1,312 | 1,312 
-| — 
582, 641 517, 635 491, 961 


Transportation of things ee ’ 148, 450 | 
04 Communication services _. 324, 742 388, 574 | 365, 907 
05 Rents and utilities t i } 300, 711 291, 261 387, 019 
07 Other contractual services ---| 127,444 132, 880 | 116, 685 
08 Supplies and materials ate, 537, 560 488,819 521, 514 
09 Equipment. 242, 287 | 200, 890 | 160, 138 
10 Lands and structures. 10, 056 |. ...--- 
Refunds, awards, 


Total, departmental and 


| 
| 
Field: 
2, 278, 848 | 2, 173. 435 2, 177, 553 
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Office of the Deputy Administrator for Insurance 


Estimated Estimated 
Actual, fiscal] 4 
year | | fiscal year 

01 Personal services: 


The Office of the Deputy Administrator for Insurance-will require an estimated 
total of 10 persons during fiscal years 1954 and 1955. 


Office of the Assistant Deputy Administrator for Insurance 


Estimated Estimated, 

Actual, fiscal 
’ fiscal year fiscal year 

year 1953 1984 1965 


01 Personal services: 
$836, 320 $755, 796 $674, 430 


The Office of the Assistant Deputy Administrator for Insurance consists of his 
immediate Office, the Office of Assistant for Administration and Offiee of Assistant 
for Systems and Evaluation. The Office of Assistant for Administration is 
responsible for personnel management, organization, training, office operation, and 
administration, purchasing and supply, work measurement, management improve- 
ment, work simplification, records management, and incentive awards activities. 
The Assistant for Systems and Evaluation is responsible for the development of 
new or revised systems and methods leading to more effective and efficient. prac- 
tices and operations, the development of all insurance manuals, procedural 
methods and related controls and guides, the conduct of research into commercial 
and other management practices for possible inclusion or adoption in the insurance 
program and is reponsible for placing approved plans into effect. 


Office of Assistant Deputy Administrator for Insurance Accounts 


Estimated Estimated 
Actual, fiscal , 
: fiscal year fiscal year 

year 1963 1984 


01 Personal services: 
Avernge 


39 20 
$170, 199 $96, 000 $90, 000 


The Assistant Deputy Administrator for Insurance Accounts is responsible for 
developing policies and plans for insurance accounting activities, reviews highly 
controversial or precedent making individual case’. advises the Assistant 
Deputy Administrator for Insurance in matters pertaining to insurance accounting. 


Office of the Assistant Deputy Administrator for Underwriting 


Actual, Estimated, | Estimated, 
01 Personal services fiscal year fiscal year fiscal year 
1953 1954 1955 
| $160, 804 | $84, 000 $74, 000 


The Office of the Assistant Deputy Administrator for Underwriting will develop 
policies and plans for underwriting activities in the insurance program, perform 
individual case review on appeal, controversial or precedent making cases, will 
develop no record cases, and advises the Assistant Deputy Administrator for 
Insurance on matters pertaining to underwriting activity. 
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Office of Assistant Deputy Administrator for Insurance Claims 


01 Personal services 


Actual, 
fiscal year 
19. 


Estimated, 


| 
fiscal year 
1954 


Estimated, 
fiscal year 
1955 


Amount 


29 
$156, 279 


18 
$112, 000 


16 
$98, 000 


disability insurance claims cases. 


Office of chief actuary 


The Assistant Deputy Administrator for Insurance Claims is responsible for 
policies and plans pertaining to insurance claims and reviews, develops evidence, 
makes determinations of fact and prepares and recommends decisions, involving 
questions of legal and medical nature on protest, litigated and highly complicated 


01 Personal services 


Average employment: 

ent and Correspondence Division 


Obligations: 
01 Personal services 
07 Other contractual services 
15 Taxes and assessments__-- 


Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1953 1954 1955 
300 

42 34 32 

13 ll 8 

416 | 345 304 

$1, 392, 416 $1, 135, 000 $995, 000 

496 2, 000 2, 000 

11, 000 9, 000 9, 000 

1, 403, 912 1, 146, 000 1, 006, 000 


surplus and apportionment of dividends. 


to insurance actuarial activities. 


Office of the Controller—Department of Insurance 


The chief actuary conducts mortality and disability studies and analyses of 
experience, establishes and calculates policy rates and values, and determines 
The chief actuary is a member of the 
Policy Board of the Insurance Department and advises the Deputy Adminis- 
trator and the Assistant Deputy Administrator on policies and plans pertaining 


01 Personal services 


Actual, fiscal 
year 1953 


Estimated, 
fiscal year 
1954 


Estimated, 
fiscal year 
1955 


Obligations: 


129 117 | 118 
$551, 800 $491, 000 | $494, 000 
000 4,000 | 4, 000 
555, 800 495, 000 | 498, 000 


This Office is responsible for the functions and activities of the Budget Service’ 
Accounting Service, Reports and Statisties Service. and Audit Service. 

The Controller formulates and recommends to the Deputy Administrator for 
Insurance policies and plans of departmentwide application, within the limita- 
tion of VA-wide policies and plans pertaining to the (1) preparation of state- 
ments and other accounting reports relating to appropriated, trust, and revolving 
funds; (2) maintenance of trust funds and revolving fund accounts; (3) main- 
tenance of employee and payee accounts and related activities; (4) maintaining 
of accounting controls over the distribution and use of appropriated funds; (5) 
audit of accounting records, and (6) review and consolidation of the quarterly 
and annual budget estimates for the Veterans’ Insurance Department. 


2004 


He advises and assists the Assistant Deputy Administrator for Insurance i), 
connection with these activities and appraises for the Deputy Administrator for 
Insurance the effectiveness and economy of these activities and participates in 
the justification of budget estimates of the Department of Insurance before repre- 
sentatives of the Bureau of the Budget and congressional committees. 


Department of Insurance, managers’ office, district offices 


Actual, Estimated, | Estimated, 
fiscal year seal year fiscal year 
1953 1954 1955 
Average employment.._... 17 18 18 
Obligations: 
01 Personal services____.- $119, 045 $126, 060 $139, 872 
02 Travel, employee _____- 000 2, 500 
15 Taxes and assessments_ 50 100 
Total obligations... 119, 095 128, 060 142, 472 
Less quarters, subsistence and leave... 
Net total obligations.....................--------.- 119, 095 128, 060 142, 472 


This estimate provides for personal services and travel expenses of the managers 
The estimate is considered an essential 


and employees in their immediate office. 


minimum in order to meet the requirements for overall direction, planning, coor- 
dination and other related fields of managerial work. 


Administ: ative, Department of Insurance, district offices 


Actual, Estimated, | Estimated, 
Obligations by objects fiscal year fiscal year fiscal year 
1953 1954 1955 
Obligations: 

$2, 475, 113 $3, 311, 220 $2, 006, 935 
15 Taxes and assessments cost. 14, 228 15, 000 15, 700 
Total obligations___..............- 2, 489, 388 3, 326, 220 2, 922, 635 
Less quarters, subsistence, and laundry - 1, 500 1, 1, 500 
2, 487, 888 3, 324, 720 2, 921, 135 


The personnel requirements for the various organizational elements were 


calculated on the basis of program forecasts, workload trends and production 
standards and are based on two general categories of administrative operations. 
The first are those of a supervisory or stabilized nature which are not materially 


affected except by major changes in workload volume. 


Included in this category 


in addition to the pion pag sages are messenger, general records, reception, 


and publication functions. 


he second category involves those tunctions where 


changes in forecasts and workload trends has an immediate effect upon volume 


of operations and personnel needs. 
ment has been placed in effect. 


Department of Insurance, district offices, personnel 


In each of these functions work measure- 


Actual Estimated Estimated 
Obligations by object fiscal year fiscal year fiscal year 
1953 1954 1955 
Obligations: 

15 Taxes and assessments... 412 400 400 
Net total obligations....................--.2.-..-..- 292, 365 248, 940 240, 100 


Th 
engag 
Distri 
Th 
ducts 
in-ser 
sounc 
laws 
tions 
ducts 
advis 
disci} 
and 
ment 
in al 
first- 
offiei 
deve 
assis 
(12) 

Avere 
Oblig 
01 
L 
T 
dete 
anti 
serv 
mal 
Fin 
whi 
pat 

Ave 
Obl 
tra 
dis 
tre 


2005 


District Offices only. 


(2) operates Boards of United States Civil 


Finance, Department of Insurance, district offices 


The above estimate provides for salaries and travel expenses of employees 
engaged in personnel activities and health and first-aid work applicable to 


The functions carried out by these field personnel offices are: (1) Plans and con- 
ducts an employment program to attract and select the best qualified eligibles; 


Service Examiners; (3) conducts 


in-service placement program in collaboration with operating officials to insure 
sound selection for promotion and reassignment; (4) reviews for adherence to 
laws and standards all requests for personnel action effecting accessions, separa- 
tions and in-service changes; (5) administers reduction-in-force activities; (6) con- 
ducts annual review of and classifies positions under delegated authority; (7) 
advises and assists operating officials in applying VA personnel grievances and 
disciplinary matters, in maintaining good relationships with employee unions 
and similar groups, and in promoting effective communication between manage- 
ment and employees; (8) conducts individual counseling as necessary and acts 
in an advisory capacity on employee service activities; (9) conducts health, 
first-aid, and injury compensation programs; (10) advises and assists operating 
officials in determining training needs, in conducting training programs and in 
developing and evaluating such training; (11) provides technical guidance and 
assistance to operating officials with respect to the performance rating program; 
(12) maintains personnel records and prepares required reports. 


Obligations by object 


Actual, 
fiscal year 
1953 


Estimated, 
fiscal year 
1954 


Estimated, 
fiscal year 
1955 


Average employment 


Obligations: 
01 Personal services. 
15 Taxes and assessments 


Total obligations 
Less quarters, subsistence, and leave 


Net total obligations 


423 427 391 

$1, 524, 097 $1, 577, 900 $1, 453, 700 
4, 062 3, 675 3, 675 

1, 528, 159 1, 581, 575 1, 457, 375 


1, 457, 375 


1, 528, 159 


1, 581, 575 


Finance management personnel. Estimates 


The estimated personnel requirements for measurable activities have been 
determined by the application of established performance standards to the 
anticipated workload which represents conversion of applicable forecasts of other 
services such as claims, insurance, etc., to the Finance work units. 
mance standards used are a result of experience and careful studies made by 


Utility, Department of Insurance, district offices 


The perfor- 


for nonmeasurable activities, 


which represent a small fraction of the total requirements, are based on staffing 
patterns developed in consistency with overall requirements. 


Estimated, | Estimated 
Obligations by object —oe fiscal year fiscal year 
y 1954 1955 


Average employment 


Obligations: 
01 Personal services... 
02 Travel, employee 
15 Taxes and assessments 


Total 
Less: Quarters, subsistence and leave__- 


Net total obligations 


95 104 104 

$308, 794 $332, 280 $349, 440 
200 175 
607 100 565 


309, 401 332. 580 350, 180 
5, 100 3, 100 3. 00 
304, 301 329, 480 346, 680 


tration or under the terms of lease agreements. 
41872—54—pt. 2——_53 


The funds requested in this program are to provide for the personal services and 
travel expenses of those employees engaged in the maintenance and operation of 
district offices where such services are not provided by General Services Adminis- 


These requirements, except for a 
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small number in Denver, are for the St. Paul district office where the activities 
are in several buildings at the old Army post of Fort Snelling. 


Department of Insurance, district offices, supply 


Estimated, | Estimated, 
Obligations by objects Actual $so | fiscal year’ | fiscal vear 
1954 1955 
Average employment.....................-..--..-----.---..-- 49 43 42 
Obligations: 

es $166, 783 $155, 531 $152, 200 
15 Taxes and assessments._................---..--------- 333 75 551 
167, 116 157, 964 153, 751 
164, 916 155, 564 150, 251 


The funds requested in this program are to provide for the personal services and 
travel — of those employees engaged in local supply operations at district 
offices. The supply operations consist of purchasing from local sources, Federal 
supply depots, and requisitioning from VA supply depots the supplies and equip- 
ment for use in the district offices, maintaining property accounting systems and 
record activities; receiving, inspecting, storing, exchanging, and issuing all supplies 
and ejuipment; preparing payment vouchers and supporting documents in con- 
nection with purchases; repairing furniture and office equipment; obtaining 
contracts, ambulance service, and armored car service; the supply officer in the 
absence of an assigned engineer officer, also supervises custodial personnel, acts 
as safety and fire protection officer and supervises vehicle operations and 
maintenance. 


Department of Insurance, Office of Director of Insurance, district offices 


Estimated, | Estimated, 
fiscal vear | fiscal year 
1954 1955 


Oblications: 


02 Travel, employees. .......--- 6, 189 O84 5, 000 

2, 000 2. 000 2, 000 

be 1, 278, 374 1, 211, 184 


The directors of insurance in district offices are responsible to the Deputy 
Administrator for Insurance for district office insurance operations. Primarilv 
these operations are the issuance of insurance to eligible persons, change, con- 
version, or renewal of existing policies, the maintenance of the insurance accounts 
on a current basis and processing of disability insurance claims. 


Department of insurance, premium accounting division, district offices 


Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1953 1954 1955 


4, 750 


Obligations: 
$19, 766,110 | $18, 100, 320 $16, 354, 634 
98, 475 92, 000 90, 000 


19, 864, 585 18, 192, 320 16, 444, 634 
8. 100 8, 000 9, 000 


19, 856, 485 18, 184, 320 16, 435, 634 
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The premium accounting division receives, accounts for, and disposes of moneys 
received for credit of the life-insurance funds and appropriations; maintains 
premium, loan, lien, and dividend records; authorizes cash-surrender refunds, 
policy loans, settlement on matured endowments and dividend payments; issues 
premium notices, and, when requested by insureds, premium receipts; and main- 
tains addressograph plate file for all policies serviced in the respective district 
offices or insurance centers. 


Department of Insurance, Underwriting Division, District Offices 


Estimated Estimated, 
Actual, fiscal 4 4 
. fiscal year fiscal year 

year 1953 1954 1985 


Average employment_ 2, 273 1,810 1, 590 
Obligations: 


01 Personal services__. = ---| $7,692,512 $6, 320, 000 $5, 565, 000 
15 Taxes and ts 20, 625 28, 000 29, 000 

Total obligations 7, 713, 137 6, 348, 000 5, 594, 000 
Less: Q. S. and L-.. 4, 000 4, 000 4, 000 


Net total obligations 7, 709, 137 6, 344, 000 5, 590, 000 


The Underwriting Division grants contracts of life insurance and total dis- 
ability income riders; determines acceptability of medical evidence submitted in 
connection with applications for new insurance, change of plan, or reinstatement 
of lapsed insurance; approves or disapproves conversions, contract changes, and 
reinstatements requiring proof of good health; and conducts correspondence 
relating to underwriting and premium account matters. ° 


Department of Insurance, Disability Insurance Claims Division, district offices 


Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1953 1954 1955 


Obligations: 
01 Personal services 


$2, 095, 680 $1, 430, 170 $1, 198, 600 
3, 900 4, 000 4, 000 


2, 099, 580 1, 434, 170 1, 202, 600 
1, 200 1, 050 1, 000 
2, 098, 380 1, 433, 120 1, 201, 600 


The Disability Insurance Claims Division develops evidence, adjudicates, 
grants, or denies claims for insurance disability benefits; terminates awards in 
cases wherein insured is found no longer totally disabled; determines if there was 
fraud in procurement or reinstatement of a contract of insurance, and determines 
the liability of the insurance funds under the extra hazard provision of law. _ 


Department of Insurance miscellaneous operating expenses, ‘$2,177,553 


Miscellaneous operating expenses in the Department of Insurance include all 
operating costs exclusive of salaries and travel that are not readily attributable 
to individual functions. 

In the absence of actual experience under the new organization, the Department 
of Insurance requirements for miscellaneous operating expenses for 1955 are based 
upon past operations under the old organization and the total requirements are 
tentatively distributed to each object of expenditure. It is contemplated that 
the amounts requested by subobject will be adjusted when records of actual ex- 
perience are developed under the new organization. ‘ 

The following tables set forth a comparison of obligations by subobject for 
fiscal years 1953, 1954, and 1955: 
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Miscellaneous operating expenses, departmental, $491,961 

The total departmental requirements are tentatively distributed to each object 
and subobject of expenditure and it is contemplated that the amounts will be 
adjusted when actual experience has been recorded under the new organization. 
0820 Other transportation costs 


To provide funds for the costs of freight, demurrage, switching, recrating, 
handling, drayage, parcel post and incidental charges to local transportation. 


Obligations: 
10, 196 


0330 Shipment of household goods 


To provide funds for the cost of shipment of household goods of transferred 
employees. 


Obligations: 


0340 Parcel-post reimbursements 


To provide funds for the shipment of records and materials via parcel post to 
all VA district offices. 


Obligations: 
Estimated, fiscal year 11, 329 


0400 Communication services 

To provide funds for telephone, telegraph, teletype and other communications 
services, including postage other than parcel post. This submission also includes 
rental of intercommunicating equipment, post-office boxes and mailing machines. 


Obligations: 


0520 Rental equipment 

Estimates for rental of equipment are based on requirements for continued 
maintenance of approved and projected programs which must be accomplished 
by the use of tabulating, microfilm, and other miscellaneous equipment. 
Departmental 


The following table affords a comparison of actual and estimated obligations 
for departmental equipment rental by type for fiscal years 1953, 1954, and 1955. 


Obligations: 


0590 Utility services.—This estimate provides for the cost of electric, gas, water, 
heat, and other utility services including reimbursement to other Government 
agencies, when billed or itemized separately from rentals, real property. The 
estimates are based on (1) actual usage and (2) proportional share of water and 
electricity cost for certain centers. 


Obligations: 


0600 Printing and reproduction.—This estimate provides for costs of all print- 
ing and reproduction services required by the Department of Insurance, including 
those services performed by the Government Printing Office, commercial printers, 
General Services Administration, and other Government agencies. 


2010 


Estimates for fiscal year 1955 for these costs are compared with the estimates for 
fiscal year 1954 and actual obligations for fiscal year 1953 in the following table: 


Obligations: 


0720 Repairs to furniture and equipment.—The estimate provides for the cost 


of repairs to and preventive maintenance of office furniture, furnishings and 
equipment. 


Obligations: 


0730 Operation and maintenance of buildings 


This estimate provides for msintenance and repair of VA-operated buildings, 
minor alterations and improvements (costing less than $1,000) to certain VA- 
occupied buildings; and contractual and/or reimbursable costs for services not 
provided by General Services Administration and/or under the terms of legse 
agreements. 


Obligations: 


0750 Miscellaneous administrative and operating services 

The estimate provides for contractual stenographic work, translation service, 
armored car service, photostating, advertising and publication of notices, court 
costs, car tokens, sewage disposal, window washing and other operating services 


aE by individuals and other Government agencies on a reimbursable 
asis. 


Obligations: 


0820 Office supplies 


The estimate provides for purchase of general office supplies and special items 
of office supply such as carbon paper for accounting machines, photocopying 
paper and materials, standard forms, film and other comparable items. 
Obligations: 


0870 Other operating supplies 


Based on past experience the amount estimated will be required for the pur- 
chase of miscellaneous items in connection with repairs of equipment and packing 
and crating supplies, cleaning and toilet supplies, technical reference books, 
dictionaries, not included in libraries, etce., and other items of supplies not properly 
chargeable to other 08 subobjects such as towels, soap, paper bags, wrapping 
paper, twine, etc. 


Obligations: 


0880 Materials for fabrication 


Under this subobject are included the cost of repair and replacement of parts 
to be used by VA employees in Yammy or refinishing such items as typewriters, 
desks, and other mescellaneous items. his subobject also covers the procurement 
of such items as knobs and handles for filing cabinets or bookcases, wheels and 
tires for library trucks, casters for chairs; stands, skip bars, and other items for 
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equipment; lumber for shelving, for storage of forms and office supplies and for 
crating equipment for shipment. 
Obligations: 

Actual, fiscal year 1953 

Estimated, fiscal year 1954 

Estimated, fiscal year 1955 


0920 Furniture and equipment 


Funds requested under this subobject are to cover all types of office machines, 
office furniture, filing cabinets, etc. 
Obligations: 
Actual, fiscal year 1953 
Estimated, fiscal year 1954 
Estimated, fiscal year 1955 


0959 Other utility and operating equipment 
The estimate provides for the purchase of other utility and operating equipment. 


Obligations: 
Actual, fiscal year 1953 
Estimated, fiscal year 1954 
Estimated, fiscal year 1955 
1000 Lands and structures 
No funds are estimated for fiscal year 1955. 
1300 Refunds, awards and indemnities 
Obligations: 
Actual, fiscal year 1953 439 


Estimated, fiscal year 1954 312 
Estimated, fiscal year 1955 1, 312 


Summary of departmental operating expenses (other than personal services and 
travel), $491,961 


Actual, Estimated, | Estimated, 

03-13 Miscellaneous operating expenses fiscal year fiscal year fiscal year 
19. 1954 1 


Transportation of things: 
0320 Other transportation cos $12, 174 $8, 133 
0330 Shipment of household goods... 2,191 5, § , 586 
0340 Parcel-post reimbursement 9, 983 5 11, 329 


Total, transportation of things 24, 348 . 29, 048 
Communication services 30, 856 | , 053 | 11, 000 


Rents and utilities: 
0520 Rents, equipment 62, 056 ¢ 47, 200 
0590 Utility services 627 441 


Total, rents and utilities 62, 683 mk 47, 200 
Printing and reproduction......................-.-.-.-.-- 292, 367 , 269, 799 


Other contractual services: 
Repairs of furniture and equipment 
0730 Maintenance and operation of buildings : 11, 625 
0750 Miscellaneous administrative and operating 
expense , 638 16, 412 


Total, other contractual services. 39, } 34, 192 


Supplies and materials: 
820 Office supplies... 5, 78, 499 

0870 Other operating supplies____-- 12, 295 
0880 Materials for fabrication 3, 588 | 3, 783 


Total, supplies and materials , 94, 577 


Equipment: 
0920 Furniture and equipment 
0959 Other utility and operating equipment 


Total, equipment 


Lands and structures 
Refunds, awards, and indemnities....._...........-.....- 


Total obligations 582, oat | 517, 636 | 
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alnnesip atin’ 34, 004 | 27, 859 22, 763 

344 | 569 704 

___ 2, 467 

13 8, 439 | 1,312 1,312 
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Fie!d miscellaneous operating expenses, $1,685,592 

0320 Other transportation costs—Funds in the amount of $10,898 will be 
required in fiscal year 1955 to provide the costs of shipment of field station records 
to the VA Records Center. he remaining funds will be required to provide the 
cost of freight, parcel post and incidental charges to local transportation incurred 
in the movement of material to and from VA field offices, f. 0. b. manufacturer 
purchases, shipment of informational material and exhibits, shipments from 
GSA, shipments or administrative items from the depots, shipments of supplies 
and equipment to VA beneficiaries and transfers of excess property. 


Obligations: 
Retimnted, Gecnl-weer 1008. 85, 407 


0330 Shipment of househo'd goods.—To provide tunds for the cost of shipment 
of household goods of transferred employees. 


Obligations: 


0400 Communication services.—To provide funds for telephone, telegraph, 
teletype and other communications service, including postage other than parcel 
post. This submission also includes rental of inter-communicating equipment, 
post office boxes, and mailing machines. 


Obligations: 
Actual, fiscal year $324, 742 


0510 Rentals, real property 


This estimate is to provide for leases negotiated by VA, with payments for rent. 
made by VA directly to lessors. 


Obligations: 
Estimated, fiscal year 1954 
Estimated, fiscal year 1955 
0520 Rental, equipment 
Estimates for rental of equipraent are based on requirements for continued 
maintenance of approved and projected programs which must be accomplished 


by the use of tabulating, microfilm, and other miscellaneous equipment including 
bank-proofing machines, tickometers and addressograph machines. 


Obligations: 


The estimated increase in rentals of equipment cost is due primarily to the 
results of a test conducted in the Philadelphia district office which indicated that 
the adoption of machine accounting for handling dividend credit accounts would 
result in an estimated saving of $275,000 annually. It is anticipated that this 
procedure will be utilized in all district offices during fiscal year 1955. 

Microfilm equipment is utilized in the accomplishment of the security micro- 
filming program, microfilming of insurance posted posting media, remittances 
submitted in payment of insurance premiums, dividend authorizations, premium 
record cards and insurance medical abstract cards. The increase anticipated in 
fiscal year 1955 over fiseal year 1953 is the result of increased rental cost and 
certain items previously furnished without charge are now included on rental. 

The slight change in fiscal year 1955 requirements over fiscal year 1953 for the 
other rental costs results from the addition of 10 bank-proofing machines at the 
Philadelphia District Office. 


0590 Utility services 

This estimate provides for the cost of electric, gas, water, heat and other utility 
services including reimbursement to other Government agencies, when billed or 
itemized separately from Rentals, real property. The estimates are based on 
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(1) actual usage and (2) proportional share of water and electricity cost for certain 
centers. 


Obligations: 


0710 Storage, maintenance and repair of motor vehicles 

The estimate provides for the cost of storage, preventive maintenance and all 
repairs to chassis, cab, body and accessorial equipment, repair of batteries, battery 
charging, towing for the purpose of making repairs, changing of tires and their 
repair, washing, polishing, etc., when performed on a contractual basis. 


Obligations: 


0720 Repairs to furniture and equipment 


The estimate provides for the cost of repairs to and preventive maintenance 
of office furniture, furnishings and equipment. 


Obligations: 


It is estimated that the field requirements of this subobject will remain basically 
the same as 1953 and 1954. A continuous program of repair and preventive 
maintenance of furniture and equipment is in operation at the district offices. 
This estimate covers repairs to office machines in field offices where it is to the 
advantage of the Government to have repairs accomplished by local firms and 
repairs to district office equipment and machines which require service of a repair 
technician and cannot be repaired by the VA office appliance repairmen. 

07380 Operation and maintenance of buildings 

This estimate provides for maintenance and repair of VA operated buildings; 
minor alterations and improvements (costing less than $1,000) to certain VA- 
occupied buildings; and contractual and/or reimbursable costs for elevator oper- 
ators (when required after regular hours), guards, janitorial and other custodial 
services not provided by General Services Administration and/or under the terms 
of lease agreements. 


Obligations: 


0750 Miscellaneous administrative and operating services 

The estimate provides for contractual stenographic work, translation service, 
armored car service, photostating, advertising and publication of notices, court 
costs, car tokens, sewage disposal, window washing and other operating services 
performed by individuals and other Government agencies on a reimbursable basis. 


Obligations: 


0820 Office supplies 


The estimate provides for purchase of general office supplies and special items 
of office supply such as insurance premium notice envelopes, carbon paper for 
accounting machines, photocopying paper and materials, standard forms, film 
and other comparable items. 


Obligations: 


41872—54— pt. 254 
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0870 Other operating supplies 


Based on past experience the amount estimated will be required for the purchase 
of gasoline, ahaa ag tires and tubes, sparkplugs, wiring, batteries, repair parts, 
hand tools and other supplies incidental to the maintenance and operation of 
motor vehicles; also items for the Engineering Section such as paints, brushes, 
varnishes for furniture, miscellaneous items in connection with repairs of equip- 
ment and packing and crating supplies, cleaning and toilet supplies, technical 
reference books, dictionaries, not included in libraries, etc., and other items of 
supplies not properly chargeable to other 08 subobjects such as towels, soap, 
paper bags, wrapping paper, twine, etc. 


Obligations: 


Estimated, fiscal vear 1955 
0880 Materials for fabrication 


Under this subobject are included the cost of repair and replacement of parts 
to be used by VA employees in repairing or refinishing such items as typewriters, 
desks, and other miscellaneous items. This subobject also covers the procurement 
of such items as knobs and handles for filing cabinets or bookcases, wheels and 
tires for library trucks, casters for chairs; stands, skip bars, and other items for 
equipment; lumber for shelving, for storage of forms and office supplies and for 
crating equipment for shipment. 


Obligations: 
Wetimated, fecal year 1006... 26, 075 

0920 Furniture and equipment 

Obligations: 
Eetimated, fiscal year 1064.2. 186, 828 


Funds requested under this sub-object are to cover all types of office machines, 
office furniture, filing cabinets, etc. 


0959 Other utility and operating equipment 


The estimate provides for the purchase of other utility and operating equipment, 
machinery and implements. 


Obligations: 


1000 Lands and structures 
No funds are estimated for fiscal year 1955. 
1800 Refunds, awards, and indemnities 


Obligations: 
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Operating expenses (other than personal services and travel) field summary 
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03-13 Miscellaneous operating expenses 


| Actual, fiscal 


Estimated, 
fiscal year scal year 
year 1968 1954 1985 


Transportation of things: 
0320 


Rents and utilities: 


0590 Utility services 


services. 


Supplies and materials: 
0820 Office supplies. 


Equipment: 
0920 


Lands and structures 


Total obligations 


Other transportation costs - 
0330 Shipment of household goods 


Total transportation of things 


Communication 4 


0510 Rents, real estate 
0520 Rents, equipment 


Total rents and utilities 


Other contractual services: 
0710 Storage, maintenance, and repair of vehicles 
0720 Repairs of furniture and equipment 

0730 Maintenance and operation of buildings 
0750 Miscellaneous and 


Total other contractual services. 


0870 Other operating supplies__- 
0880 Materials for fabricaticn 


Refunds, awards, and indemnities 


$97, 265 $96, 493 $85, 407 
a eee 52, 373 51, 957 43, 997 
149, 638 148, 450 129, 404 


324, 742 365, 907 


240, 569 233, 009 336, 707 
51, 121 49, 514 42, 572 


300, 711 387,019 


Fecad 8, 921 9, 302 8, 168 
44, 606 46, 508 
24, 214 25, 247 22,170 
os Lise 49, 702 51,823 45, 507 


127, 444 116, 685 


367, 691 332, 397 354, 630 
148, 367 131, 981 140, 809 
21, £02 24,441 26, 075 


537, 560 


488, 819 


521, 514 


Furniture and spe. tem 227, 750 186, 828 148, 928 
0959 Other utility and operating equipment_....___- 14, 587 14, 062 11, 210 
242, 287 200, 890 160, 138 


10, 056 


3, 769 
1, 696, 207 


4, 925 
1, 655, 799 


4, 925 
1, 685, 592 


Miirary AND NavaL INSURANCE 


Amounts available for obligation 


Obligations incurred 


3. Payment to ‘‘United States Government life insurance 
fund, Veterans’ Administration” 


1953 actual | 1954 estimate | 1955 estimate 
Appropriation or estimate: 
$6, 854, 000 $1, 496, 000 $4, 932, 000 
i 113, 296 107, 96 82, 320 
2, 070, 503 
Total available for obligation _-_._................-.-.-- 9, 037, 799 5, 219, 210 | aceheis 320 
Balance available in subsequent year. —3, 615, 247 bask 
5, 422, 552 5, 219, 210 | 5,014, 320 
Obligations by activities 
| 
Description 1953 actual | 1954 estimate | 1955 estimate 
$4, 407, 504 $4, 265, 730 $4, 119, 390 
(6) Death awards_______-- | 13, 096 | 12, 480 9, 480 
2. One-sum benefit payments 16, 683 


985, 179 


of 

6 
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Obligations by objects 


Object classification 1953 actual | 1954 estimate | 1955 estimate 


11 Grants, subsidies, and contributions (payment to ‘‘United 
States Government life insurance fund, Veterans Ad- 
ministration’’) $985, 179 $941, 000 

4, 437, 373 4, 278, 210 


5,422,552} 5, 219, 210 5, 014, 320 


Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 


obligations, start of year 


$6, 505 $91, 399 
ligations incurred during the year 5, 422, 552 5, 219, 210 $5, 014, 320 


5, 429, 147 5, 014, 3: 
Deduct unliquidated obligations, end of year 91, 399 - 


Total expenditures 5, 337, 748 


Expenditures are distributed as follows: 
Annual definite appropriations: 
Out of current authorizations 5, 209, 100 
Out of prior authorizations._.......................... — 3, 615, 247 
Permanent and indefinite appropriations: 
Out of current authorizations 128, 648 107, 963 
Out of prior authorizations 91, 399 


Mr. Puiuurps. With respect to milizzry and naval insurance, please 
place in the record, pages 327, 328, and 329 of the justifications. 
(The matter referred to is as follows:) 


Military and naval insurance, Veterans’ Administration, $4,932,000 


These funds are required for payments under war risk insurance which was 
available to members of the Armed Forces during World War I. The payments 
now being made are on account of permanent and total disability claims and death 
claims under this insurance and disbursements to the United States Government 
life insurance fund on account of certain total disability claims and death claims 
under United States Government life insurance. 

The appropriation required for fiscal year 1955 is $4,932,000 based on $1,496,000 
appropriated for fiscal year 1954. The total amount credited to the appropriation 
during fiscal year 1953 is $113,296. The estimated income for fiscal year 1954 is 
$107,963 and for fiscal year 1955 is $82,320. ‘The balance remaining from prior 
year age is $3,615,247, which makes a total of $5,219,210 available 
in fiscal year 1954. Estimated expenditures during fiscal year 1954 total 
$5,219,210 and during fiscal year 1955, $5,014,320. 

The income to the appropriation, mentioned in the above paragraph, repre- 
sents war risk term insurance premiums, held as liens against United States 
Government life insurance policies and collected from such policies at maturity. 
They are eventually transferred from the United States Government life insurance 
fund to the military and naval insurance appropriation. 

For convenience in reflecting current and future trends, this estimate has been 
subdivided as follows: Active total and permanent disability awards; active death 
awards; one sum payments; and net transfers to the United States Government 
life insurance fund. Disability and death awards are divided into two classes— 
term insurance and automatic insurance. Term insurance was granted to mem- 
bers of the Armed Forces of World War I who made application for this insurance 
within 120 davs after entrance into service. The amount of term insurance was 
limited to $10,000 for each veteran. Monthly payments on term insurance policies 
are based on $5.75 per $1,000 of insurance in force at the time a disability or death 
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award is made. Automatic insurance was granted to those members of the 
Armed Forces who became permanently and totally disabled or died within 120 
days after entrance into service without having applied for war risk insurance. 
The monthly payment on each award of automatic insurance is $25. 

Payments on disability awards are made monthly to those insureds who became 
permanently and totally disabled while their term insurance policies were in force, 
or to those members of the Armed Forces who came under the provisions for 
automatic insurance. It is estimated that on the average, 20 disability cases 
will terminate each month under term insurance in fiscal years 1954 and 1955, 
and that approximately 3 disability cases will terminate each year under auto- 
matie insurance during the same period. The average monthly payment for 
disability under term insurance at present is approximately $50.50 per award. 

Death benefits are paid monthly to the beneficiaries of those insureds who died 

while their term insurance policies were in force, or to the beneficiaries of those 
members of the Armed Forces who came under the provisions for automatic 
insurance. These payments are limited by law to 240 months. It is estimated 
that approximately 8 active death awards under term insurance will be terminated 
during the fiscal year 1954 and 16 during fiscal year 1955. There will be no 
terminations of death awards under automatic insurance in fiscal years 1954 and 
1955. It is estimated that the average monthly payment for term insurance 
will be approximately $11 per case for fiscal year 1954 and $10 per case for fiscal 
year 1955. 
” For fiscal year 1953, the number of monthly payments on claim totaled 89,695. 
Continuing on the basis of past experience and tabulated records, it is estimated 
that the number of monthly payments will total approximately 86,604 for fiscal 
year 1954, and approximately 83,496 for fiscal year 1955. 

One-sum payments (compromise) are disbursements resulting from a com- 
promise effected between the veteran or his lega! representative and the Govern- 
ment as to the amount payable on account of permanent and total disability or 
death. For fiscal year 1953, there were 2 such payments in the amount of $14,000. 
Requirements are expected to be negligible during fiscal years 1954 and 1955, 
and no estimate is submitted. 

One-sum payments (sec. 303) are those disbursements made to the estates of 
deceased veterans in the amount of the commuted value of the remaining install- 
ments upon the death of the named or recipient beneficiary in accordance with the 
provisions of this section. The number of l-sum payments under this section 
totaled 6 for fiscal year 1953 in the amount of $2,683. Requirements are expected 
to be negligible during fiscal years 1954 and 1955, and no estimate is submitted. 

Transfers to the United States Government life insurance fund under the 
Pehigs e of section 302 (Public Law 242, 68th Cong., amending sec. 406, Public 
saw 47, 67th Cong.), are those disbursements from this appropriation to the 
fund on account of permanent and total disability and death awards determined 
to be due to the extra hazard for the military or naval service. Transfers under 
the provisions of section 313 of the World War Veterans’ Act, as amended (Public 
Law 589, 79th Cong.), cover disbursements under the total disability income 
rider (sec. 311, Public Laws 585, 70th Cong., and 522, 71st Cong.) determined to 
be due to the extra hazards of the military or naval service. Transfers under 
section 28 of the World War Veterans’ Act, as amended (Public Law 522, 71st 
Cong., the most recent amendment of the original section in Public Law 242, 
68th Cong.) cover overpayments from the United States Government life in- 
surance fund, recovery of which has been waived. Transfers under section 
622 of the NSLI Act of 1940, as amended, are authorized by Public Law 23, 82d 
Congress; these transfers reimburse the USGLI fund for the net amount at risk on 
all USGLI death and total permanent disability claims occurring while the insured 
is under the waiver provisions of Public Law 23, i. e., where his premiums (or 
that part of the premiums representing the pure insurance risk in the case of 
permanent plan policies) are being waived during the continuance of his military 
service. 
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Nationa Service Lire Insurance APPROPRIATION 


Amounts available for obligation 


1954 estimate 


1955 estimate 


Appropriation or estimate: 

Prior year balance available 


$54, 072, 00 
30, 451, 317 


$75, 000, 000 
667, 479 
544, 139 


85, 200, 708 
—544, 139 


76, 211, 618 


84, 656, 569 


76, 211, 618 


37, 210, 841 


Obligations by activities 


Description 


1953 actual 


1954 estimate 


1955 estimate 


1, Payments to “National service life insurance fund, Veterans’ 
Administration’: 
(a) For death and disability claims traceable to extra 
hazards of military service: 
(2) Disability claims 
® For gratuitous insurance 
(ce) For waiver of recovery of erroneous payments or 
(d) For deaths while under waiver provisions of Public 
Law 23, 82d Cong 


$22, 608, 840 
3, 829, 720 
12, 298, 504 
3, 131, 291 


41, 871, 651 


110, 550 
49, 152, 651 


83, 740, 006 


75, 294, 671 


36, 213, 524 


2. Direct payments: 
(a) For insurance and disability income issued to 
rsons partially disabled from a service-incurred 
isability: 
(1) Death claims : 
(6) For claims where applications were rejected for 
medical reasons and claimant died in line of duty 
(c) For claims where insured died after date of applica- 
tion but before effective date 
(d) For claims on insurance discontinued because 
insured was discharged to accept commission, 
was absent without leave, or was court-martialed_ 
(e) Adjustment to finance service obligations 


302, 919 
62, 085 


92, 160 
175, 678 


190, 580 
93, 141 


348, 003 
71, 784 


91, 726 
193, 116 


212, 318 


409, 149 
91, 008 


91, 726 
193, 116 


212, 318 


Total direct payments 


916, 563 


916, 947 


Obligations incurred 


84, 656, 569 


76, 211, 618 


37, 210, 841 


Obligations by objects 


Object classification 


1953 actual 


1954 estimate 


1955 estimate 


11 Grants, subsidies, and contributions 
tional service life insurance fund, 
tration’’) 


yments to “Na- 
eterans’ Adminis- 


Obligations incurred 


$75, 294, 671 
916, 947 


$36, 213, 524 
997, 317 


76, 211, 618 


37, 210, 841 


| 1953 actual | | } 

$36, 570, 000 
640, 841 

Total available for obligation... "7 37, 210, 841 
Balance available in subsequent | 

$11, 733, 954 $9, 933, 419 
| 3, 198, 355 3, 847, 572 
| 
| 22, 321, 983 
Total ppepenets to national service life insurance 

12 Pensions, annuities, and insurance claims...............-. 916, 563 | | | 
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Analysis of expenditures 


1953 actual 


1954 estimate 


1955 estimate 


Unliquidated obligations, start of $25, 674 
Obligations incurred during the year......-.-.......--.......- 84, 656, 569 76, 211, 618 $37, 210, 841 
84, 682, 243 76, 221, 271 37, 210, 841 
84, 672, 590 76, 221, 271 37, 210, 841 


Expenditures are distributed as follows: 
Annuai definite appropriations: 


Out of current authorizations. ..................-..... 75, 000, 000 36, 570, 000 

Out of prior } 83, 995, 199 { 
indefinite 

ut of current authorizations. 667, 479 640, 841 

Out of prior } 677, 391 { 


Mr. Purtuips. Next, is the appropriation for national service life 
insurance. Please place pages 331 through 334 of the justifications 
in the record. 

(The matter referred to is as follows:) 


National service life insurance appropriation, Veterans’ Administration, $36,570,000 

This appropriation covers payments to the national service life insurance fund 
to meet obligations sustained by that fund incident to mortality cost on account 
of deaths traceable to the extra hazard of military or naval service as such hazard 
may be determined by the Administrator; the cost of waiver of premiums on 
account of total disability traceable to such extra hazard; the cost of providing 
gratuitous insurance to certain members of armed services under sections 602 
(d) (2) and 602 (d) (3); the cost of death claims incurred while waiver of national 
service life insurance premiums was effective under section 622; the cost of 
waiver of recovery payments under the provisions of section 609 on national 
service life insurance policies in accordance with the provisions of part I, title 
VI, Public Law 801, 76th Congress; the payment of benefits directly from and 
the credit of premiums directly to the appropriation under the authority of 
sections 602 (c) (2), 602 (c) (3), 602 (m) (2), 602 (p), and 602 (v) (1) of the act as 
amended August 1, 1946, Public Law 589, 79th Congress. 

The amount appropriated under this title for fiscal year 1953 was $54,072,000 
which provided for a carryover to fiscal year 1954 to $544,139. This carryover 
plus the fiscal year 1954 appropriation in the annual act of $75 million plus the 
estimated premium receipts credited to this appropriation of $667,479 makes a 
sum of $76,211,618 available for obligation. The estimated obligation for fiscal 
vear 1954 is $76,211,618. For fiscal year 1955, it is estimated that premium 
receipts will total $640,841 and that no balance will be forwarded from the prior 
year. Obligations are estimated at $37,210,841, which accounts for the necessity 
of requesting an appropriation of $36, 570, 000 for fiscal year 1955. 

This estimate of appropriation covers the following major items: 

A. Transfers to the national service life insurance fund to cover obligations 
sustained by that fund for the following provisions of the National Service Life 
Insurance Act of 1940 and subsequent amendments: 

1. Section 607 (b): Death claims determined to be traceable to the extra hazards 
of military service. 

2. Section 607 (c): Premium waiver disability claims determined to be traceable 
to the extra hazard of military service. 

3. Section 609: Cost of waiver of recovery of erroneous or overpayments. 

4. Section 602 (d) (2) and (d) (3): Gratuitous death and disability claims. 

5. Section 602 (v) (2): Total disability income claims determined to be due to 
the extra hazard of military service. 

6. Section 622: Death claims incurred while waiver of national service life- 
insurance premiums is effective. 

B. Direct payments from the appropriation to the legal recipient as provided 
for by the following sections: 

ction 602 (v) (1): Total disability income issued to veterans with service- 
connected partial disability (H disability cases). 


2020 


but before effective date of insurance. 


with service-connected partial disability. 


graphs A, B, and C, 


Statement of disbursements and receipts 


2. Section 602 (c) (2): Insurance issued to veterans with service-connected 
partial disability who are ineligible for fund insurance (H insurance). 
3. Section 602 (c) (3): Claims where applications for insurance were rejected 
for medical reasons and insured died in line of duty. 
4. Section 602 (p): Claims on cases where insured died after date of application 


5. Section 602 (m) (2): Claims on insurance discontinued because insured was 
discharged to accept commission, was absent without leave, or was court-martialed. 

C. Premium receipts which are credited directly to the appropriation: 

1. Section 602 (v) (1): Premium receipts for disability income issued to persons 


2. Section 602 (c) (2): Insurance issued to persons with service-connected 
partial disability who are ineligible for “fund” insurance. 
The following statement presents by section number, the detail of the actual 
financial transaction for fiscal year 1953, the estimated financial transactions for 
fiscal year 1954 and fiscal year 1955 in the respective sequence of preceding para- 


Fiseal year 
1953, actual 


Fiseal year 
1954, esti- 
mate 


Fiscal year 
1955, esti- 
mate 


See, 

. See. 602 (d) (2) and (d) (e) 
. Sec. 602 (v) (2) 
Sec. 622 


Subtotal, transfers 


B. Direct payments from this appropriation: 
. See, 602 (v) (1) 
Sec. 602 (c) (2) 
Sec. 602 (3) 
. Sec. 602 (m) (2) 
Adjustment to Finance Service obligations 


oo 


Subtotal, direct payments 


Total, net disbursements 
Less: Unexpended balance forwarded from 


608, $11, 733,954 | $9, 933, 419 
3,808,375 | 3, 181, 570 3, 824, 262 
3, 131, 291 110, 550 110, 550 
2, 208, 504 | 11,009,161 |. 

21, 345 16, 785 23, 310 
41,871,651 | 49,152,651 | 22, 321, 983 
83, 740,006 | 75, 204, 671 36, 213, 524 

62, 085 71, 784 91, 008 

302, 919 348, 003 409, 149 
92, 160 91, 726 91, 726 
175, 678 193, 116 193, 116 
190, 580 212, 318 212, 318 
916, 563 916, 947 997, 317 


544, 139 


38, 525 

634, 852 627, 413 602, 316 
677, 391 667, 479 640, sti 
83, 979, 178 75, 544, 139 36, 570, 000 
30,451,317 | 544,139 


54, 072, 000 


75, 000, 000 


Amounts available for obligation 


SERVICEMEN’sS INDEMNITY APPROPRIATION 


1953 actual 


1954 estimate 


1955 estimate 


Appropriation or estimate... $10, 595, 000 
Transfe from “Compensation and pensions, Veterans Ad- 
Adjusted appropriation or estimate___..............-.-.- 11, 245, 000 18, 000, 000 30. 000, 000 
Prior year balance 643, 432 
Total available for obligation. ..............-...-...-.-- 11, 888, 432 18, 090, 903 30, 000, 000 
11, 797, 529 18, 090, 903 30, 000, 000 


N 
A. Transfer from this appropriation to the fund: | ? 
C. Premium receipts credited to appropriation: d Ae 
Less subtotal 
prior year 
Add: Unexpended balance forwarded to sub- | 
Grand total, appropriation estimate..............| [i | Ft 36, 570, 000 
| | 


2021 


Obligations by activities 


Workload by activity 


| 1953 actua] | 1954 estimate | 1955estimate 
| 7, 388 | 10, 082 | 8,175 
Obligations by objects 
12 Pensions, annuities, and insurance claims: 


Analysis of expenditures 


| 1953 actual | 1954 estimate | 1955 estimate 


Unliquidated obligations, start of $72, 121 $58, 445 
Obligations incurred during the year__....................--.- 11, 797, 529 18, 090, 903 $30, 000, 000 
11, 869, 650 18, 149, 348 30, 000, 000 

Deduct unliquidated obligations, end of 58, 445 
11, 811, 205 18, 149, 348 30, 000, 000 


Expenditures are distributed as follows: | | 
Out of current authorizations... _...............-....-...- } 11, 811, 205 { 18, 000, 000 | 30, 000, 000 


Mr. Under “Servicemen’s indemnities”, please place 
pages 335 and 336 in the record at this point. 
(The pages are as follows:) 


Servicemen’s indemnity appropriation, $30,000,000 

The Servicemen’s Indemnity Act of 1951 provides automatic indemnity 
coverage to all members of the Armed Forces during their active-duty ste.tus, and 
for an additional period of 120 days after discharge from active duty, in the 
amount of $10,000, less the aggregete of nations service life insurance snd/or 
United Ststes Government life insurance carried by individuals. Benefits sre 
payable to beneficiaries at the rate of $9.29 per $1,000 of the «mount of indemnity 
coverage. The due date of the first payment is the date of death. Payments 
continue for a period of 120 months. 

This estimate provides funds for payment of indemnities on new awards 
anticipated in fiseel year 1955 and for the payment of indemnities on the claims 
awerded through fiscal year 1954. 

Projecting the current rates at which claims are being presented and awarded 
the face amount of claims to be awarded in fiscal year 1954 will be $82 million. 
This amount is based on an estimated exposed-to-risk of $22.2 billions and on an 
estimated mortality rate of 3.7 per thousand in this fiscal year. Added to the 
$111,254,000 awarded through June 30, 1953, this makes a total of $193,254,000 
on which menthly payments at the rate of $9.29 per $1,000 will be paid for each 
of the 12 months of fiscal year 1955. The total amount of payments in fiscal 
year 1955 on account of these awards of fiscal year 1954 and prior years will be 
$193,254,000 times 0.00929 times 12, or $21,543,956. 

The estimated exposed-to-risk is $24.1 billions and the estimated mortality rate 
is 2.7 per thousand in fiscal year 1955. Based on these figures the face amount 
of claims to be awarded in fiscal year 1955 is $65 million. An estimated total of 
14 monthly payments of $9.29 per thousand will be made on all new awards in 
the fiscal year. The figure of 14 months was obtained from a statistical analysis 


Monthly payments to beneficiaries: Death awards: 
1953 
1954 
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of recent experience which indicated that in addition to the average 6.5 monthly 
payments for the year, there was included in the initial payment approximately 
7.5 monthly back payments. The total amount of payments in fiscal year 1955 
on account of awards in fiscal year 1955 will be $65,000,000 times 0.00929 times 
14, or $8,453,900. 

The total estimate requirements for the servicemen’s indemnity appropriation 
in fiscal year 1955 is the sum of the installments on: 


Claims awarded prior to fiscal year 1955___.____--.------------- $21, 543, 956 
Claims awarded in fiscal year 1955._.........--.-.------------- 8, 453, 900 


Total appropriation required_..-..............---..---.. 30, 000, 000 


NON-SERVICE-CONNECTED HOSPITAL TREATMENT 


I have here two reports; one is a report on reimbursement for non- 
service-connected hospital treatment. This is from Mr. Odom, the 
Solicitor, and I think I will just simply put this in the record with 
no further comment. 

(The report follows:) 


1, 1948. 
To: The Administrator. 


The Solicitor. 
Subject: Reimbursement for non-service-connected hospital treatment. 
5 1. This office is in receipt of the following memorandum from the Chief Medical 
irector: 

“1. When a veteran, who is entitled to reimbursement for the cost of hospital 
treatment or to relief from payment for all or any part of hospital treatment 
because of membership in a union, fraternal organization, or group hospitalization 
plan, is hospitalized by the VA for treatment of a non-service-connected disability 

e or she is required to sign a statement which reads as follows: 

“I, hereby assign and transfer to the Veterans’ Administration my right to 
any and all sums of money which now or hereinafter become due me on a reim- 
bursable basis by reason of my membership in any association, organization, or 
agency or by reason of any insurance policy under which 1 am insured, as reim- 
bursement for any and all hospital care, medical and surgical treatment rendered 
by or at the direction of the Veterans’ Administration. 

““T fully understand_that my rights to reimbursement, which I am assigning to 
the Veterans’ Administration, include all sums to which I am entitled under 
my membership or contract of insurance as payment for hospital and professional 
services, but do not include payments to which I am entitled on a fixed basis.’ 

“2. One of our large hospitals advises that the VA is unable to collect under the 
above assignment from several insurance companies because of that part of the 
wording which reads: ‘On a reimbursable basis.’ Some of the nonpaying com- 

anies have indicated that their inability to pay is a direct result of this wording. 

e are also advised that the VA could collect much larger sums of money if the 
assignment covered daily benefits. 

“3. In order to alleviate this condition, consideration is being given to revising 
the type of assignment so that it will read: 

““‘T hereby assign and transfer to the Veterans’ Administration my right to 
any and all sums of money which now or may hereinafter become due me because 
of hospital care and treatment rendered by or at the direction of the Veterans’ 
Administration. 

“““T fully understand that the rights which I am assigning to the Veterans’ 
Administration include all sums of money to which I am entitled as a result of 
hospital care and treatment received.’ 

“4. Your comments and suggestions are requested as to the legality or pro- 
priety of proposed type of assignment listed in paragraph 3 above.’ 

2. The essential provisions requiring the VA to furnish hospitalization or 
domiciliary care to veterans are contained in Public Law 312, 74th Congress 
(38 U. 8. C. 706), reading as follows: 
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“Tn addition to the pensions provided in this title the Administrator of Veterans’ 
Affairs is hereby authorized under such limitations as he may prescribe, and 
within the limits of existing Veterans’ Administration facilities, to furnish to men 
discharged from the Army, Navy, Marine Corps, or Coast Guard for disabilities 
incurred in line of duty or to those in receipt of pension for service-connected 
disability, and to veterans of any war, including the Boxer Rebellion and the 
Philippine Insurrection, domiciliary care where they are suffering with permanent 
disabilities, tuberculosis, or neuropsychiatric ailments and medical and hospital 
treatment for diseases or injuries: Provided, That any veteran of ‘any war who 
was not dishonorably discharged, suffering from disability, disease, or defect, 
who is in need of hospitalization or domiciliary care and is unable to defray the 
necessary expenses therefor (including transportation to and from the Veterans’ 
Administration facility), shall be furnished necessary hospitalization or domiciliary 
care (including transportation) in any Veterans’ Administration facility, within 
the limitations existing in such facilities, irrespective of whether the disability, 
disease, or defect was due to service. The statement under oath of the applicant 
on such form as may be prescribed by the Administrator of Veterans’ Affairs shall 
be accepted as sufficient evidence of inability to defray necessary expenses.” (Italics 
supplied.) 

3. Pursuant to this authority R. & P—R6047 (D) (1) was promulgated au- 
thorizing domiciliary or hospital care for non-service-connected disabilities only 
for otherwise eligible veterans ‘who swear that they are unable to defray the 
expense of hospitalization or domiciliary care.’”’ R. & P.—~R6048 gives definitions 
applicable in determining eligibility for hospital treatment or domiciliary care, 
and in subparagraph (B) (2) of said regulation it is said: ‘‘The affidavit of the 
applicant on VA Form 10—P-—10 that he is unable to defray the expenses of hos- 
pitalization or domiciliary care (including transportation to and from a VA 
facility) will constitute sufficient warrant to furnish hospitalization or domiciliary 
care (including Government transportation to cover transportation to the facil- 
ty). 

4. Subparagraph (C) of the said R. & P.—R6048 also provides: 

“Persons applying for hospital treatment under subparagraph (C) or (D) of 
R. & P.-R-6047 and who are potentially entitled to other hospital treatment or 
to reimbursement for the costs of hospital treatment because of membership in a 
union, fraternal organization, or group hospitalization plan under commercial 
insurance companies’ policies covering illness or injury; or as beneficiaries of a 
State industrial commission or employees compensation commission, etc., will not 
be furnished hospital treatment without charge therefore to the extent of such 
reimbursement. Action will be taken to effect collection from the persons, com- 
panies, organizations, or agencies (other than Federal) in the amounts determined 
payable under the terms of the applicable insurance policy, plan, agreement or 
other undertaking. (April 22, 1946.)” 

5. Implementing R. & P.-R-6048 (C) is R. & P6049, which provides: 

“Right to hospital treatment from other sources: Any person defined in R. & 
P.—R-6048 (C)-who applies for hospital treatment of a condition not attributable 
to military or naval service may be furnished hospital treatment as a patient of 
the VA contingent upon agreement, at the time of admission, that he will execute 
an assignment to the VA of any items of hospital treatment which are reimbursable 
under his plan, policy, ete. It is particularly important to determine whether 
any third party is liable, in procuring such assignment from the applicant. If 
any applicant declines to execute such assignment, hospitalization will be refused, 
unless his condition is so emergent that such refusal will jeopardize his health or 
life. For details as to collection, ete., see R. & P.-4359. (April 25, 1946.)” 

6. The question submitted by the Chief Medical Director arouses misgivings 
I long have harbored concerning the legal and practical consideration militating 
against a continuation of this policy, and I therefore take occasion to bring it to 
your personal attention. The present Form P-10, Application for Hospital 

reatment or Domiciliary Care, requires an answer to a question whether appli- 
cant is entitled to care through membership in a lodge, society, group plan, etc., 
and if he answers in the affirmative he is requested to assign his right to reimburse- 
ment to the VA (TB 10A-58). R. & P. 6049 provides that he will be refused 
admission if he declines to assign, unless his health or life will be jeopardized. 
This is legal in view of the power in the Administrator to issue regulations, but 
when considered vis-a-vis the provisions of the law that the oath of an applicant 
shall be accepted as sufficient evidence of inability to defray necessary expenses, - 
and the fact that such an oath has been taken, it is illegal to refuse admission to 
one who declines to make an assignment of his right to reimbursement. 
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7. As a matter of fact there are veterans who understand the law well enough 
to refuse to make assignments. It also seems that in some stations assignments 
are insisted upon and in others not. Thus the policy is made to apply to some 
veterans and not to others. Finally it is a fact that collection under the assign- 
ment is resisted by the Blue Cross and other group plans and our efforts fail since 
it is not our policy to do more than what can be accomplished through corre- 
spondence with the insurer and the veteran. If the contract provides for payment 
only as reimbursement a stalemate occurs because veteran is not expected to pay 
VA before his insurer pays him, ete. If his contract is one of indemnification only, 
nothing at all is asked of him. Why then should the policy expressed in R. & P. 
R-6048 and R. & P. 6049 be continued when it fails to be of general application? 
Another argument against it is that sometimes in requiring a veteran to apply the 
avails of a contract to the cost of his VA hospitalization it cuts down the poten- 
tialities of the contract insofar as it applies to other members of his family or to 
himself should he need it at another time. 

8. Further, although R. & P. 6049 states that it is particularly important to 
determine whether any third party is liable for hospital costs, this requirement 
was dropped from R. & P. R-6048 (C) in 1946, apparently through error in typing. 
However, neither the assignment form required by TB 10A—59 nor the finance 
operating procedure for collecting (M4—12, paragraph 27d and R. & P. 4359), 
calls for any action in third party liability cases. As a matter of law there is no 
subrogation on the part of the Government in cases of this sort (Randolph Nelson 
Page, C-2, 825,206, United States v. Standard Oil Co., 91 L. Fd. 2067). Neverthe- 
less, efforts have been and are occasionally still made by VA to share in amounts 
collected by veterans from third parties where settlement includes an amount 
for hospital expenses, 

9. In a memorandum dated November 28, 1941, to the Executive Assistant 
to the Administrator this Office said: 

“The views expressed by the chief attorney, Atlanta, Ga., and by the insurance 
contact representative at Hines, Ill., in their memoranda to the managers of their 
respective facilities, are consistent with the views expressed by this office in its 
memorandum to the Administrator under date of March 13, 1940, on the subject 
of ‘Collection of Reimbursement for Hospitalization Under the Provisions of 
Veterans’ Administration Service Letter of November 7, 1939.’ In the memo- 
randum of March 13, 1940, supra, it was stated in part: 

‘“* * * T also doubt the advisability of any policy looking toward reimburse- 
ment for hospitalization where the applicant has a right to hospitalization by 
some agency other than the Veterans’ Administration. In my view this difficulty 
would be better met by giving such beneficiaries, where practicable, that is to say, 
in nonemergency cases, a deferred status on the hospitalization waiting list. * * * 

“T have also expressed the opinion, which has received administrative approval, 
that nothing should be taken from the veteran himself, 

“T am still of the same opinion and, therefore, recommend that consideration 
be given to amending the service letter of May 9, 1941, supra, so as to remove any 
requirement for collection of any part of the cost of hospitalization from veterans 
having group hospitalizstion, or other similar insurance policy. 

“In passing, the further observation is made that the informal information re- 
ceived in connection with the study which is being made of this subject indicates 
that collections in these types of cases from the group hospitalization corporations 
and insurance companies have not been such as to justify a continuance of the 

ractice. 
. 10. In the light of all the facts it is my opinion that the policy expressed in 
R. & P. R-6048 (C), R. & P. 6049, and supplementary issues, should be abandoned 
and, since the Department of Medicine and Surgery and the finance service are 
primarily concerned in the administiation of this policy, it is suggested that you 
request their views on the proposal. 
Epwarp FE. Opom. 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C. 


Hon. 
Chairman, Subcommittee, House of Representatives, 
Committee on Appropriations, Washington 25, D. C. 

Dear Mr. Parties: I note that on page 2934 of the hearings on the appropria- 
tions for the Veterans’ Administration for the fiscal year 1955, there is introduced 
a memorandum from the undersigned as the then Solicitor of the Veterans’ Ad- 
ministration to the Administrator. This memorandum was dated June 1, 1948. 
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This memorandum was never released for the very simple reason that it was not 
approved by the Administrator and because of that and of the contents I respect- 
fully suggest that it should not be placed in the record. However, if the committee 
deem it proper to be included in the record then in the interest of accuracy I request 
and urge that this letter also be included immediately following said memorandum. 

Notwithstanding the fact that the difficulties pointed out in said memorandum 
still exist, nevertheless because of some changed procedures and agreements the 
Veterans’ Administration is successful in recovering each year several million 
dollars by way of reimbursement of hospital care for veterans who are eligible only 
because of the liberal provisions of the proviso of Public Law 312, 73d Congress, 
38 United States Code 706, that is to say, the non-service-connected cases. 

Insofar as concerns recovering from insurance companies under the usual type 
of prepaid health insurance policies, it is a fact that very few such companies are 
liable for payment for hospitalization afforded the insureds by the Veterans’ 
Administration under said act. This is because of the fact that the policies them- 
selves confined payment to reimbursement for expenditures made by the insured or 
otherwise exclude liability for any hospitalization afforded by the Federal or a 
State or municipal government. owever, in connection with some of the group 
insurance policies, particularly those covering industries and quite generally in 
cases falling under the various workmen’s compensation statutes, the Veterans’ 
Administration is enabled to recover part or all of the cost of affording hospital 
care. These are quite generally the emergency cases usually the result of an 
industrial injury or other similar accident. 

While the percentage of cases wherein we are able to recover any part of the 
cost has fallen from approximately 25 percent of those billed to about 9 percent, 
nevertheless the dollar amount of recoveries has actually increased. I am sure 
you will understand that there is no statute or law giving the Administration 
any subrogation rights and that the only possible basis of recovery is by virtue 
of the existence of a contract or tort liability. I want to assure you that we are 
exerting every effort to make collections where possible but we do not waste 
Government funds in attempting recovery where there is obviously no liability. 

Very truly yours, 
Epwarp E. Ovo, General Counsel. 


Mr. Puiures. It is quite possible that, before we actually make a 
final markup of the bill, we may want to go into that a little more 
carefully, in which case we would ask you to come back or a few of 
your people. 


COLLECTION OF REIMBURSABLE INSURANCE BENEFITS FOR FISCAL YEAR 
1953 


I also have here a memorandum also from Mr. Odom. Who wrote 
this on reimbursable insurance benefits? 

Mr. Opom. That may have been gotten from Admiral Boone. He 
has some later figures on that. 

Mr. Purtures. No, this is a report from your staff based on figures 
given by your office, I take it. 

Mr. Opom. Admiral Boone’s office. 

Mr. Puriuies. Admiral Boone’s office, I mean to say. 

I think it may be desirable to put this in the record. We do not 
want two almost identical reports in the hearings, however. 

It might be well for your office, Mr. Higley, to bring these figures 
up as nearly as possible to date when the transcript goes down to you 
Will you do that? 

I will have to give this intact. It is on the recovery of money from 
insured patients in the veterans’ hospitals. 

Mr. Hiaetey. I saw something within the last week on this. 

Mr. Opom. Admiral Boone had the figures up to the end of the fiscal 

ear. 
Mr. Hietey. This is June 1, 1948. 
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(The following was submitted later:) 


Orrice MEMORANDUM 


To: Chief Medical Director, Room 801, VA Building. 
From: Director, Program Analysis Staff, Room 810, VA Building. 
Subject: Collection of reimbursable insurance benefits for fiscal year 1953. 


1. This office is now in receipt of all replies to our all-station letter requesting 
data on the collections of reimbursable insurance benefits for fiscal year 1953, 
under TB 10A-306. 

2. These data have been compiled, and show the following: 

(a) Total amount collected for fiscal year 1953, was $3,171,461. Of this 
amount, $3,046,746 was collected by Veterans’ Administration hospitals. The 
difference between these two totals, of approximately $124,715, was collected by 
regional offices. : 

(b) Total collections for fiscal year 1953, represent 19.2 percent of the total 
amount for which all insurers were billed. The total amount of all bills prepared 
and submitted to insurers, equaled $16,543,614. Of this amount, regional offices 
billed for $649,953. 

(c) Of the total of 468,243 patients discharged as VA beneficiaries, 11.1 percent 
or 52,209 patients were covered by some form of medical care or hospitalization 
insurance. Of the 468,243 patients discharged as VA beneficiaries for fiscal year 
1953, 404,271 or 86.3 poreret of the total beneficiaries discharged were discharged 
from VA hospitals. f the number discharged from VA hospitals, 50,700 or 13 

recent of the number discharged were covered by some form of medical care or 

ospitalization insurance. Although 93.4 percent more patients covered by some 
form of insurance were discharged as beneficiaries of the VA for 1953, than fiscal 
year 1952, the collectible insurance dropped from 25.6 percent of all bills prepared 
in 1952, to 19.2 percent of all bills prepared in fiscal year 1953. 

(d) A total of 7,200 statements or bills for services rendered were referred to 
appropriate chief attorneys for necessary action. There are no comparative 
figures for earlier years on this particular item. 

(e) In response to a question asking for an estimate of the cost to administer 
the collection program, a total of $295,681 was reported. This figure does not 
include the time of the various chief attorneys or the central office personnel in 
explaining the provisions of the technical bulletin. 

(f) Data relative to the number of patients discharged and amount collected 
by type of VA hospital follows: 

TB hospitals discharged 15,587 patients of whom 447 or 3 percent were 
covered by some form of insurance. Insurers of this group were billed for 
$409,184 of which $51,676 or 12.6 percent of the amount billed was collected. 

NP hospitals discharged 30,832 patients of whom 2,568 or 8 percent were 
covered by insurance. For this group insurers were billed for $754,863 and 
collections amounted to $129,380 or 17.1 percent of the amount billed. 

G. M. & 8. hospitals discharged 357,852 patients, of whom 47,685, or 13 
percent, were covered by insurance. Insurers of this group were billed for 
— and collections equaled $2,865,688 or 19.4 percent of the amount 
billed. 

(g) A breakdown of the collections and amounts billed by major insurance 
group follows: 


Group I: All types of insurance plans which disclaim responsibility for 
payment of hospitalization benefits to tax supported institutions (e. g., Blue 
Cross, Blue Shield, ete.): 


Avaust 26, 1953. 


(a) Insured patients discharged ___._-_....---------- 25, 987 
(b) Charges for which insurers billed___-.........---- $2, 303, 231. 02 


Group II: All types of industrial group insurance plans or coverage (e. g., 
union, company, employers, workmen’s compensation, etc.) : 


(a) Insured patients discharged --._...---..--------- 10, 924 
(b) Charges for which insurers billed___._---.-.+----- $6, 534, 125. 15 
(c) Amount collected a $1, 467, 387. 38 


Group III: Benefits arising from insurance under all 
plans (exclusive of those classified under groups I and I1) classified as pre- 
payment group hospitalization insurance plans (e. g., fraternal organizations), 
or independent and nonaffiliated insurance (e. g., Metropolitan Life, North- 
western, Farm Bureau Mutual, etc.): 
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(a) Insured patients 
(b) Charges for which insurers billed__..._............__-__- $7, 056, 304 


3. Summary.— Although the number of patients who were covered by insurance 
shows a 93.4 percent increase over fiscal year 1952, the amount of collectible 
insurance dropped from 25.6 percent of all bills prepared in 1952, to 19.2 percent 
in 1958. Notwithstanding this percentage decrease in collectible items, the total 
sum collected in 1953, $3,171,461 is 30.7 percent greater than the approximately 
$2,426,500 collected in 1952. The increase in the net collections of 30.7 percent 
is partially attributable to the more efficient collection procedures provided in the 
revised Technical Bulletin 10A—306, and, in part, the stress placed on this program 
by the many letters released on the subject by the Chief Medical Director. It 
should be noted that although a larger number of veterans discharged were covered 
by some form of insurance, the net increase in the total collections must be 
attributable to larger sums collected from individual insurance policies. It can 
be safely assumed that the difference between what was billed and what was 
collected represents the policies containing exclusion clauses, limitations on payable 
— and those policies which claim no responsibility as demonstrated in (g) 
above. 


A. F. BicELow. 


GRANTS TO THE REPUBLIC OF THE PHILIPPINES 


Amounts available for obligation 


| 1953 actual | 1954 estimate 1955 estimate 


Appeopriation erestimate...-.......s........................| $2,361,088 $1, 731, 000 $1, 564, 000 
Prior year balances evaliiable.........................-.-..--..- 9, 200, 000 9, 200, 000 


Total available for obligation 


Balance available in subsequent ~9, 200, 000 
Balance for subsequent —769, 000 
Unobligated balance, estimated savings... } —115, 616 


Obligations inourred..............--...--.--------------| 1, 976, 884 11, 700, 000 1, 564, 000 


Obligations by activities 


Description 1953 actual | 1954 estimate | 1955 estimate 


1, Construction and equipping of hospitajs.................... " $9, 200, 000 |.......-- 
2. Medical care and treatment of veterans. $1, , 976, 884 2, 500, 000 $1, 564, 000 
Obligations incurred. _.---| 1,976, 884 | 11,700,000 | 1, 564, 000 


Obligations by objects 


11 Grants, subsidies, and contributions: 


Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 


Obligations incurred during the year_._......--..--.-.-.-..-.-- 1, 976, + $11, 700, 000 $1, 564, , 000 
2, 182 527 | 11, 700,000| 564, 000 

Deduct adjustment in obligations of prior years... ..........-- 
2 169, 11, 700, 000 | “564, 000 
Expenditures are distributed as follows: | “ a 
Out of current authorizations | 1,976,884 | 500, 000 | 1, 564, 000 
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Mr. Puiuuips. For grants to the Republic of the Philippines you 
are asking for $1,564,000. We sent you back last year, or the year 
before, for further figures on the hospital, as I recall it. 

Mr. Monk. That is right. 


Mr. Purxurps. Now you are actually building the hospital? 


o2 Tr 
Mr. Monk. It is underway now. og ‘tr 
Mr. Paruuirs. Within the limit which we suggested? oa 
Mr. Monk. That is right, sir. oS 
Mr. Puituirs. You have advertised for bids, you opened the bids 0 B 
in June, and the contract was signed in August. When do you expect em 
to have the hospital in use? 
Colonel Epcar. In about two and a half years. 
Mr. How many beds is that? 
Mr. Monk. 642. con 
Aver 
Hospirau AND Domiciuiary Facimiries 
Amounts available for obligation 
1953 actual | 1954 estimate | 1955 estimate 
$49, 791,000 | $17, 500, 000 $39, 000, 000 
Prior year balance available_......_._.__. 82, 598, 197 84, 590, 752 14, 995, 971 
03 
Total available for obligations.....................-....- 132, 404,917 | 102, 090, 752 53, 995, 971 04 
Balance available in subsequent year-_-_................2..-.- —84, 590, 752 | —14, 995, 971 —2, 722, 971 05 
06 
Obligations incurred. 47, 814. 165 87, 094, 781 51, 273, 000 07 
Comparative transfer to “Major alterations, improvements, 08 
10 
15 
Obligations by activities 
Description 1953 actual | 1954 estimate | 1955 estimate To 
Fu 
1, Hospital bed-producing $26, 651,953 | $60,755,067 | $34, 979, 577 
2. Conversions at existing hospitals. 2, 669, 672 916; ol 
3. —_— rehabilitation and modernization at existing hos- 
6, 466, 511 20, 376, 317 13, 053, 875 
4. Non-hed-producing projects..............------ 6, 448, 070 1, 142, 151 5, 000 
5. Constraction of administrative facilities at hospital sites____ 87, 463 kk oe 
6. Initial portable equipment. ---.............--...--..--------- 5, 286, 006 4, 498, 863 3, 234, 548 
Peedvéncnqnnsueseesgeonriasenendoumnnn 47, 609, 675 87, 094, 781 51, 273, 000 02 
03 
04 
Obligations by objects 05 
06 
07 
Object classification 1953 actual | 1954 estimate | 1955 estimate 08 
1 
VETERANS’ ADMINISTRATION 
Total number of permanent 500 500 500 
Full-time equivalent of all other positions......._____________- 275 400 
Average number of all employees______.___-_....--...------ 733 830 830 A, 
Average salaries and grades: 
General schedule grades: 
Average salary $5, 414 * $5,414 $5, 414 
Average - GSs-8.9 GS-8.9 GS-8.9 
Ungraded positions: Average salary $5, 367 $5, 367 $5, 367 
01 Personal services: 
$2, 479, 612 $2, 328, 020 $2, 328, 020 
1, 475, 880 2, 146, 800 , 800 
900 000 
800 800 
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Obligations by objects—Continued 


Object classification 1953 actual | 1954 estimate! 1954 estimate 


VETERANS’ ADMINISTRATION—Con. 


| 
} 


86, 614 
Transportation of things | 20, 647 
Communication services 8, 368 
Rents and utility services PB 16, 454 
Other contractual services. - 1, 524, 810 
Supplies and materials : 1, 325, 158 
Equipment. 3 5, 486, 908 5, 219, 000 
Lands and structures 33, 226, 885 69, 836, 244 
Taxes and assessments. 24, 125 36, 000 


45, 701, 526 92, 932, 044. 


ALLOCATION TO CORPS OF ENGINEERS, DEPARTMENT OF 
THE ARMY 


Total number of permanent positions 
Average number of all employees... 


Average salaries and crades: 
General schedule grades: 


Personal services: 
$742. 919 
2, 853 

10, 099 


755, 871 310, 000 


Communication services 

Rents and utility services 
Printing and reproduction 
Other contractual services 


3, 718, 587 
Refunds, awards, and indemnities 100 
Taxes and assessments 300 


Total obligations 4, 162, 737 
SUMMARY 


Total number of permanent positions 689 576 
Full-time equivalent of all other positions. __ { 400 
Average number of all employees 900 syY 


01 Personal services: 
Permanent positions $3, 222, 531 $2, 635, 041 
Ot) ar positions. .__-__- 1, 475, 880 
R gular pay in excess of 52 12, 767 
Payment above basic rates 26, 230 


4, 737, 408 
Trave 97, 679 
Transportation of things 7 
Communication services 
Rents and utility services 
Printing and reproduction 


Supplies and materials 
Equipment 4, 179, 000 


Lands and structures E 34, 240, 965 73, £ x 40, 104, 200 
Refunds, awards, and indemnities. . 100 


38 | 
Taxes and assessments... 24, 572 | 


Total obligations 47, 609, 675 87, 094, 781 | 51, 273, 000 


41872—54—-pt. 2——-55 


| 
02 85. 000 
03 10, 000 
4 9, 900 
05 18. 000 
07 | 226, 000 
08 | 102, 000 
ay | 4.179, 000 
10 | 40, 104, 200 
15 36, 000 
5.273, 
| 
OL | 
| 
03. Transportation of things. S4 
08 Supplies and materials 16, 977 15, 000 | __ 
09 Equipment 1, 982 
10 
13 
15 
500 
400 
830 
2, 146, 800 
8, 980 
20, 000 
4, 813, 800 4, 503, 800 
02 99, 000 85, 000 
03 13, 500 10, 000 
O4 } 14, 000 9, 000 
05 | 18, 000 
06 
07 Other i 5 1, 200. 000 226. 000 
09 
10 
13 
15 " 000 
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Analysis of expenditures 


1953 actual 


1954 estimate 


1955 estimate 


Unliquidated obligations, start of year: 


$21, 930,877 | $30, 671, 841 $70, 798, 540 
Obligations incurred during the year_............-....-....... 47, 814, 165 87, 094, 781 51, 273, 000 


149, 930, 706 | 138,952,286 | 122, 071, 540 


uct: 
Obligations transferred to ‘Hospital and domiciliary 
facilities (liquidation of contract authorization), Vet- 


Unliquidated obligations, end of year: 
30, 671, 841 70, 798, 540 68, 584, 744 


39, 057, 481 46, 968, 082 53, 486, 796 


Expenditures are distributed as follows: 


Out of current authorizations. ...............-....--..---- 5, 000, 000 7, 500, 000 
Out of prior authorizations } 39, 057, 481 { 4 


Mr. Puituires. Turning now to the construction program, we will 
put in pages 340 to 343. 
(The material follows:) 


HOSPITAL AND DOMICILIARY FACILITIES, VETERANS ADMINISTRATION, $39,000,000 


Subject to the approval of the President, this appropriation provides for con- 
struction of new hospital and domiciliary facilities, including acquisition of sites, 
conversion of existing facilities to meet changes in the nature of the patient load, 
major rehabilitation and moderrization of existing facilities with an estimated 
cost in excess of $250,000 per project, and for fixed and initial portable equipment 
at such facilities. Rehabilitation and modernization projects with estimated 
costs of $250,000 or less per project are provided for under the ‘Major alterations, 
improvements and repairs” appropriation title. 


I. 1955 APPROPRIATION REQUEST 


The appropriation request for 1955 in the amount of $39 million represents 
additional fund requirements to complete authorized programs for providing 
additional hospital beds and necessary ancillary facilities (bed and nonbed pro- 
grams), to accomplish the 1955 rehabilitation and modernization program not 
yet authorized and to provide initial a equipment for projects scheduled 
to be completed by December 31, 1955. 


Estimated cost of projects proposed for 1955 


1948 new hospital program: San Francisco, Calif., 100-bed neuro- 
psychiatric (balance of project); Topeka, Kans., 1000-bed neuro- 


psychiatric (balance of project), total___..........-..-------- $30, 000, 000 
1955 modernization and rehabilitation program ____________--_--- 11, 910, 000 
1955 initial portable equipment-.___..........--------------.--- 3, 234, 548 


a, 6, 144, 548 


Net appropriation requirements 


a. New hospital construction.—Funds for design and partial construction of the 
San Francisco, Calif. and Topeka, Kans. 1,000-bed neuropsychiatric hospitals 
were provided in the 1954 appropriation with the eadainndian that the balance 
of construction awards would be made in 1955. Since presentation of last year’s 
budget, there has been a development that it is anticipated will result in substantial 
savings to the Government in proposed construction costs of these hospitals: 
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1,000-bed neuropsychiatric hospital construction requirements being restudied.— 
Construction requirements for new 1,000-bed neuropsychiatric hospitals are in 
rocess of being restudied. Preliminary indications are that there will be savings 
o reducing gross square footage that will result in reduced construction costs. 
Proposed hospitals at both San Francisco and Topeka would be affected by this 
change. 

In the 1954 appropriation request it had been estimated that the San Francisco 
and Topeka hospitals would have a construction cost of $43,867,000. Supple- 
menting funds previously available for sites and site improvement, a total of 
$10,000,000 was provided for construction (in addition to amounts for design and 
construction supervision costs) in the 1954 appropriation, leaving a balance of 
$33,867,000 to be provided for construction at a later date. Although the results 
of the above development are not known, it has been estimated tentatively that 
savings in proposed construction costs from this and from location of the San 
Francisco hospital in an area that will not require bomb-resistant construction 
might run as high as $3,867,000. Therefore the 1955 request includes only 
$30,000,000 in construction costs for the San Francisco and Topeka hospitals, 
It is desired to point out that final results of the above developments are not known 
at this time and supplemental requests for additional funds may be required at a 
later date if the tentative estimates of savings cannot be realized. 

b. Rehabilitation and modernization.—This program covers rehabilitation and 
modernization work at existing hospitals on which the estimated cost is in excess 
of $250,000 per project. Funds in the amount of $11,910,000 requested for the 
1955 program cover some of the most urgent projects of this nature at seven 
different locations. A list of these projects and costs is set forth in the book of 
charts. Similar projects with an estimated cost of less than $250,000 per project 
are included under the appropriation title ‘‘Major alterations, improvements and 
repairs.’ 

c. Initial portable equipment.—Requirements in this category are based upon 
the belance of funds estimated to be required for equipping projects on which 
construction is scheduled to be completed by the end of calender year 1955 and 
for special equipment which must be ordered in advance of construction com- 

letion. 

. d. Net reduction in 1955 request. —From appropristions prior to fiscal year 
1954, it is anticipated that savings of approximately $4,844,548 in estime.ted 
construction and technical services cost will accrue. In addition, it is proposed 
to relegse $1,300,000 that had previously been reserved for technical services on 
the previously authorized new 500-bed general medical and surgicel hospitels for 
Cleveland, Ohio, 2nd Washington, D. C. The above figures amount to $6,144,548 
which hes been applied to reduce the amount of the fiscal ye2.r 1955 appropriation 
request from a gross of $45,144,548 to a net request of $39 million under this 
heading. 


Il. ANALYSIS OF APPROPRIATION REQUIREMENTS FOR 1955 


Estimated cost of construction program and availability of funds by major program 


Additional 
Current 
; Funds avail- require- 
Program estimated able ments (+) or 


cost 


savings (—) 


Hospital bed producing program: 


1 $553, 447, 064 | $557,424,800 | —$3, 977. 736 
PE eae 2 173, 740, 033 144, 160, 634 +29, 579, 399 
1948 bed addition and conversion program _..__........_....-- 38, 284, 425 39, 170, 473 — 886, 048 
1954 Houston, Tex., 5, 000, 000 
Conversions at existing hospitals_.._................----..---- 8, 130, 112 &, 260, 112 — 130, 
Rehabilitation and modernization... ..............-..-...---- 41, 509, 100 19, 400,000 | +22, 109, t00 
Construction of administrative facilities at hospital sites______ 5, 401, 337 5, 516, 000 —114, 663 
portenie equipment... | 36, 584, 129 33, 349, 581 +3, 234, 548 
| 989, 261,522 | 900, 261, 522 | +39, 000, 000 


1 Excludes estimated cost of 500-bed, general medical and surgical hospital proposed for Washington, 
2 Excludes estimated cost of 500-bed, general medical and surgical hospital proposed for Cleveland, Ohio. 
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MAJOR ALTERATIONS, IMPROVEMENTS, AND REPAIRS, VETERANS’ ADMINISTRATION, 
$3,400,000 


This appropriation provides for “major alterations, improvements, and repairs’’ 
to hospital and domiciliary facilities, regional office outpatient clinies and supply 
depots where the estimated cost of a project does not exceed $250,000. Projects 
of this character are included in this appropriation request which, with normal 
Presidential approval in the course of budget processes, eliminates the necessity 
for further Presidential approval after appropriation of funds (as is required under 
the H. and D. F. appropriation). Funds requested under this appropriation for 
1955 represent some of the most urgent nonbed producing projects for the medical 
care of patients, safety of patients and employees, and the preservation of exist- 
ing structures at hospitals and homes. A list of these projects and costs is set 
fort in the Book of Charts. 


Mr. Patuurrs. You ask for $39 million of new money. The 
justification shows the distribution of that $39 million, shows the 
reductions from an original request of $45 million, $6 million havin 
been left over from the 1954 appropriations, or it is estimated wi 
be left over from the 1954 appropriations. 


REHABILITATION AND MODERNIZATION OF HOSPITALS 


We need a breakdown, I think, on the $11,910,000. 
Colonel Encar. That is chart 35, sir. 

Mr. Puruurps. Is that in form that it can be put into the record? 
Colonel Epaar. It is the lower half of chart 35. 

(The chart follows:) 


Hospital and domiciliary facilities appropriation, fiscal year 1955 major rehabili- 
tation and modernization program request 


Hospital type and 
number of stand- 
ard beds 


Location Project title ! 


626 | GM......-. 

430,000 | Alterations to main kitchen, building 

{ 729 | DOM... } 1 1 and serving kitchen, building 

vo. 22. 
. Castle Point, N. Y......-.-.- , Sey 2,325, 800 | Alterations and additions. 
. Dayton, Ohio...........---- Doni |} 947,100 | New laundry building. 
Fort Bayard, N. Mex TB.. = 408, 500 | New boiler plant. 
Fort Meade, 8. Dak... ..._-- a 3,772,500 | Replacement of GMS building, new 
boiler and connecting corridor. 
fot | |} 808,500 | New laundry building. 
290 } 


3, 368,300 | New surgical and clinic wing addi- 
tion to main hospital building. 


'In addition to specific items listed above, each prcject covers any necessary adjustments and related 
work to permit the rehabilitated or modernized facilities to tie in with and function as an integral per of 
existing plants. Even after all projects in this —— program are completed, standards of affected 
a] tiough improved will still in most cases be below those approved for our new hospitals. 

2 Total estimated cost reduced from $12,060,700 to $11,910,000 by overall round off of estimated cost. 


Appr 
Prior 
Balai 
Com 
1.1 
| | 
A 
A 
Type 
0 
1 
‘ 
6 
7 
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Masor ALTERATIONS, IMPROVEMENTS AND REPAIRS 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


$3, 400, 000 


Appropriation or estimate 
1, 008, 310 


Por year balance available__ 


Total available for obligation. _....................-.... 8, 750, 000 7, 638, 810 
Balance available in subsequent year-._...................-.- —7, 638,810 | —1, 008, 310 | 
Obligations 1, 111, 190 6, 630, 500 


Com: tive transfer fro 
ospital and domiciliary facilities, Veterans Adminis- 


“Medical administration and miscellaneous operating ex- | 
penses, Veterans Administration”. 172, 015 312, 500 |-..--.-.------ 
1, 487,695 | 6, 943; 000 3, 816, 000 


Obligations by activities 


Description 1953 actual | 1954 estimate | 1955 estimate 


1. Non- projects at hospital and domiciliary 
$1, 315, 680 $6, 630, 500 $3, 506, 000 

2. Alterations and improvements at regional offices and supply 
172,015 312, 500 310, 000 
NB ox ntdnicscneciunndseadaanduedatinnngunen 1, 487, 695 6, 943, 000 3, 816, 000 


Obligations by objects 


Object classification | 1953 actual | 1954 estimate | 1955 estimate 
Total number of permanent positions. 50 | 80 80 
Full-time equivalent of all other positions... 19 183 
Average number of all employees. -_._.........-.....--...----- 56 | 253 | 147 
Average salaries and grades: | 
General schedule grades: | 
Ungraded positions: Average salary_.............---.--.-- $5, 367 | $5, 367 $5, 367 
01 Personal services: 
$200, 328 $378, 980 $270, 700 
101, 399 | 982, 162 | 520, 600 
Regular pay in excess ‘of 52-week base........______- ; 778 | 1, 498 | 1, 070 
Payment above basic rates. _.................-....-- 1, 536 5, 000 3, 000 
Total personal services 304, 041 ‘1, 367, 640 795, 37! 
1, 848 | 4, 000 | 3, 000 
03 Transportation of things_____- 502 | 2, 500 | 1, 300 
Communication services. 24 | 500 | 
05 Rents and utility 236 500 | 500 
Otber comtractusl services. 51, 455 30, 600 27, 000 
08 Supplies and 122,546 | 1,014, 800 | 515, 000 
41, 997 | 211, 300 | 196, 900 
10 Lands and structures____.._____- ae 963, 582 4, 297, 560 | 2, 263, 430 
15 Taxes and assessments.............-.--------------------- 1, 464 | 13, 600 | 8, 000 
1, 487,695 | 6,943,000 | 3, 816, 000 


4, 408, 310 
— 592, 310 
3, 816, 000 
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Analysis of expenditures 

1953 actual | 1954 estimate | 1955 estimate 
Unliquidated obligations, start of year_................-.-...-]-----.-------- $715, 603 $3, 303, 103 
Obligations incurred during the year_....................-.... $1, 111,190 6. 630, 500 3, 816, 000 
1,111, 190 7, 346. 103 7, 119, 103 
Deduct unliquidated obligations, end of year_._............-. 715, 603 3, 303, 103 2, 379, 103 
395, 587 4, 043, 000 4, 740, 000 

Expenditures are distributed as follows: 
Out of current authorizations. 395, 587 { 850, 000 
Out of prior authorizations...................-....-....... . 4, 043, 000 3, 890, 000 


Mr. Patuurs. Then there is the appropriation for ‘Major altera- 
tions, improvements, and repairs” for which you are requesting 
$3,400,000. 

Mr. Jonas. Why do you have two items? Why wouldn’t that be 
included under modernization? 

Mr. Baker. Mr. Jonas, that is a distribution or a breakdown that 
has been agreed upon between the Bureau of the Budget and the 
VA, to separate projects that cost less than $250,000 from the major 
hospital construction program. 

Mr. Patuurs. That has a breakdown in the book of charts. 
What page is that? 

Colonel Evaar. That is chart 37. 

Mr. Puruurrs. I think we will leave that to the clerk to see if that 
chart can be adjusted so as to go into the record at this point. 

(The chart follows: ) 


Veterans’ Administration, fiscal year 1955 major alterations, improvements, and 
repairs program request 


Hospital t and 
number of stand- 
ard beds Total 
Location — Project title! 
cos 
Num- Type 
A. Hospitals, domiciliary, and centers.|........|...........- 2 3, 090, 000 

1, 526, 800 | Patient’s protection program. 

project fund. 

Aspinwall, Pa... 714 | GM....__. 9,300 | Additional water connection. 

4, Augusta, { 14, 300 = elevator, warehouse 

A. 1,503 | 201,600 | Replace 4 elevator units BC 
and EF, building No. 1. 

6. Des Moines, Iowa -..-...-- 371 | GM....... 93, 900 — boilers from coal to 
gas firing. 

[SS 232 | GM....... 90, 600 | Water treatment plant. 

8. Fort Harrison, Mont........ 262 | GM...._.. 59, 300 | Alterations to building No. 141 
to establish X-ray therapy 
and expand GQ. U, services. 

9. Indianapolis, Ind. (Cold oe: een 55, 700 | Replace air conditioning equip- 

Spring Rd.). ment, building, No. 1. 
10. Indianapolis, Ind. (Cold 900} TB....... 133, 300 | Replace boilers 1 and 2 and 
Spring Rd.). Sount boiler No. 3 to oil 
ng. 
11. Long Beach, Calif. 1,600 | GM....... 14, 000 stations, build- 
s 7and 8. 


See footnotes at end of table. 


A. Hos 
Cont 
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Veterans’ Administration, fiscal year 1955 major alterations, improvements, and 
repairs program request—Continued 


Hospital type and 
number of stand- 
ard beds Total 
Location estimated Project title ! 
N cost 
ber | Type 
A. Hospitals, domiciliary, and center— 
Continued 
12. Los Angeles, 1, 
2,370 | DOM....- 70,000 | Alterations and installation of 
detention screens, building 
156. 
£000 | NP....... 9,800 | Establish endoscope room and 
ma work room, building 
14. Memphis (Crump), Ten- 34, 300 | Replace system, 
nessee. building No. 1. 

15. Muskogee, Okla. 382 | GM..._.-- 37,600 | Additional supply and 
improvements to water dis- 
tribution. 

16. North Little Rock, Ark____- 2,062 | NP....... 110, 800 | Extension to morgue and em- 
balming building No. 58. 

17. North Little Rock, Ark_...- 2083 |. NP. ...... 14,300 | New elevator and stairway, 
building No. 80. 

18. North Little Rock, 3.003 | NP....... 7, 800 call system, building 

58. 

buildings Nos. 17 and 18. 

20. Roseburg, 43,300 | Installation of detention screens 
and tempered glass windows, 
main building No. 1 and con- 
tinuous treatment building 

0. 2. 

21. Roseburg, 31,000 | Installation of isolation ward, 
main building No. 1. 

22. Salt Lake City, Utah_.....-. 150 | GM.....-- 38,300 | Alterations, building No. 1, in- 
cluding operating suite and 
morgue; extension of existing 
meat track. 

23. Togus, Maine............... 861 | NP-....... 62, 200 | Conversion to + y firing of boil- 
ers 1, 2, 3, 4. 

24. Vancouver, Wash_.-_...... 575 | GM....... 64, 200 Alterations to buildings T-2284, 
T-2285 and T-2289. 

25. Washington, D, C__.......- 335 | GM....... 33,400 | Nurses call system. 

B, Alterations and improvements to 
outpatient clinics (R. O. and 

VA office medical 
clinic 

2. Cleveland, Ohio. ...........]-.....-- re 9,000 | Expansion of dental clinic. 

| 26, 500 —* to medical division 

4. Hartford, Conn.........-... oe 4, 500 Installation of oral surgery 
room and alterations in 
dental clinic. 

5. Houston, Tex 9, 500 ene to outpatient 
clinic 

6. Huntington, W. Va 4,000 | Expansion of dental clinic 
(oral surgery and darkroom). 

7. Montgome 9,000 | Alterations to clinical space. 

8. Muskogee, b 5,500 | Air cooling for medical clinics. 

9. Newark, N. = 7 15, 500 | Alterations to provide audio- 
metric room facilities and 
establishment of tuber- 
culosis clinic. 

10. VAO 2,200 | Remodeling laboratory of out- 
patient clinic. 

clinic. 

OM. 9,200 | Air cooling of outpatient clinic. 

11, 500 | Redesign of the dental clinic. 

15. Winston-Salem, 78,000 | Alterations to clinical space. 


See footnotes at end of table. 
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Veterans’ Administration, fiscal year 1955 major alterations, improvements, anil 
repairs program request—Continued 


Hospital type and 
number of stand- 
ard beds Total 
Location estimated Project title ! 
N cost 
ber | «Type 
C. Alterations and improvements of |_.......|.....-..-..- 3 $39, 000 
supply depots. 
the inflammable warehouse, 
building No, 20. 
operated rolling doors. 
4, Gomerville, Ni J... 6,000 | Replacement of rotted railroad 
ties and timbers on tracks 1, 
2, 3, 4, 5, and 17, 


' In addition to the specific items listed above, each project covers any necessary adjustments and related 
work to permit the altered, improved or repaired facilities to tie in with and function as an integral part of 
existing plants. Some substitutions of projects may be anticipated as a result of changing conditions during 
the year. Experience has shown that there will be emergencies and changes in requirements that can 
neither be forecast nor reasonably estimated in advance. However, before any major alterations, improv e- 
ments or repairs (non-bed) project is started, it will be subjected to a thorough screening to establish the 
priority and the fact that it is necessary. Even after all projects in the proposed program are completed, 
a — hospitals though improved, will still, in most cases, be below those approved for our 
new hospitals. 


2 Total estimated cost reduced from $3,129,800 to $3,090,000 by over-all round ort of estimated cost. 
3 Total estimated cost reduced from $41,500 to $39,000 by over-all round off of estimated cost. 


If there are no other questions, we thank you very much. 

I think you are likely to be asked to come back, probably, on a few 
of these items, such as this one involving policy, as to whether we 
should try to add anything about it in this year’s budget bill. But 
we go to the full committee on the 26th of March and to the floor on 
the 29th of March. 

We will have final mark-up, I would suppose, about the 15th. 
wo Hieiry. Thank you very much, sir. You have been very 

nd. 

Mr. Putiutrs. Thank you. 


SECURITY RISKS 


(The following information was submitted later:) 

This information is submitted in response to Congressman Yates’ 
request to Mr. Stirling during hearings on the third supplemental 
appropriation "ill, 1954, that we orovidls for the record in the original 
hearing on the 1955 request the number of dismissals from the Vet- 
erans’ Administration under Executive Order 10450. 

The following VA security figures have been extracted from a table of overall 

overnmental security figures presented by Mr. Philip Young, Chairman of the 
nited States Civil Service Commission, to the Senate Post Office and Civil 


Service Committee on March 2, 1954, in connection with his testimony pertain- 
ing to the administration of Executive Order 10450. 


Termination for information under 8 (a)__...._......-.------.--------- 92 
Resignations with security information under 8 (a)__------2----------- 210 
Number of felonies and misdemeanors_-_-_--_--...---.----------------- 160 


Angel, 
Bahme 
Baker, 
Barton 
Beck, ‘ 
Bigelov 
Birdsal 
Boone, 
Brewe! 
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Cleary 
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Edgar 
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Flatle 
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Freem 
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Gumb 
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Howa 
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| 
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Medl 
Mon! 
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O’Ne 
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LIST OF WITNESSES 


Page 
1302 
1302 


(1) 


II 
Page 


INDEX 
D 
Page 
Administrative management and secretarial services area___.______- 1287 
management unit... 2. 1210 
1248 
Purchase of materials, control over____.._....._-_-_------ 1257 
Domestic facility loans, section 302_.............-.....------ 1249 
Purchase of materials at premium prices, cost of contracts for... 1256 
Legal responsibilities and authority 1232 
Stockpile: 
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